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tN DEX 


Albany, export rate based on 


Board of Hailway Commissioners 
Branch lines, closing of 
Bxpors rares 
Free transportation 


British Columbia 
B.C.tlectric 
Logging roads 
Lulu island railway construction 
Lumber industry 
Mountain section, joint use of lines 
Okanagan fruit production 


Calgary, Alta., terminal facilities 
Canada Atlantic Transit Company 


Canadian geographical conditions affect- 
ing railways 


Canadian Government Merchant Marine 


Canadian National Railways 
Abandonment of lines 
Acquisition of lines 
Administrative staff, salaries, 
information requested 
Advertising and solicitation 
Ballast and drainage 
Betterments charged to operating expenses 
Branch lines 
Brandon--Regina 
Canadian Northern, old, north of 
Closing, practicability of 
Construction 
Authority tor 
Programme 
Extensions 
Byre-Acadia Valley 
Joint operation 
Kamloops-Ke lowna-Lumby 
Kamloops-Okanagan 
Loverna-Westerly 
lulu Island, B.C. 
Penetration 
Canadien racilic, oy 
Gunacian Pacific territory, into 
Charts 
Programme, liberality of 
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Canadian National Railways (Cont'd) 


Branch lines 
Value as feeders 
Western 
Bureau of Economics 
Railway building and creation of 
national wealth 
Study on wheat growing 
Capital expenditure, effect on Canadian 


PaCitic 

Capital structure, percentage of earning 
necessary 

Car ferries 

Coal, cost of 

Colonization 

Agriculture, natural resources and 
Cost of 


Necessity of 
Canadian Fracific, in relation to 
Creosoted ties 
Deficit, 1961 
Density of traffic, comparison with 
Canadian Pacific 
Depreciation 
Obsolesence and 
Retirement, vs 
Directorate 
Divisional accounts 
Eastern lines, accounting, memorandum 
Economies 
Consolidation with Canadian Facific, from 
Proposed, 19352 
Method of arriving at 
Western lines 
Employees, wages, information requested 
Equipment, depreciation 
Express and telegraphs 
Telegraph call boxes 
Bacllities, cooperative use of with 
Canadian Pacific 
Financial requirements, 1951 
Financial structure, simplification 
Fort William-Superior Junction 
Free transportation 
Freight service on passenger trains 
Funded debt increase, 1923-30 
General officers' pay and expenses 
Hotels 
Brandon 
Depreciation 
Edmonton 
Equipment and furnishings 
Interest 
Investment in 
Jamaica 
Lands for 
Losses 
Operation, cost of 
Ratiway revenue from 
Saskatoon 


Vancouver 56,119,565 


Canadian National Railways (Cont'd) 


Immigration 
Income result, 1925-350 
Inverness Railway 
Jasper Park 
Kamloops-Vancouver line 
Kent Northern Railway 
Labour questions 
Board of Arbitration, award 
Land, placing of people on 
Logging roads, British Columbia 
Management, efficiency of 
Montreal Tramways 
New York office 
Northern Alberta Railways 
Office rent and supply 
Operating efficiency, comparison with 
Canadian Pacific 
Operating ratio 
All-inclusive system 
System as reported 
Pensions and relief funds 
Policy, influence upon Canadian Pacific 
Political considerations, effect on 
operations 
Prince Kupert lire 
Quebec, Montreal & Southern 
Rails, increase of weight 
Railway construction, expenditure on, 
- e@lght years 
Ramifications of 
Receipts and expenditures, 1925-30 
Branch lines 
St. John & Quebec Railway 
Terminals 
Freight 
United States, in 
Tickets, oltice and house delivery 
Tratiic 
Decline, per cent decreases by months 
Solicitation and advertising 
tourist 
Train mileage, reduction 
Winnipeg-Emer gon 
Winnipeg-Portage la Prairie 


Canadian National Steamships 


Canadian Pacific, competition with 
Touriec traiftic, policy and 
Triangular service 

Tri-City service 


Canadian National West Indies Steamship 


Company 
Kingston, Jamaica, hotel 


Canadian Northern Railway, early service 


in western Canada 
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2 

5 
115,118 
24 

5 
56,324 
339,358 
351 


121,140 
187 
147,155 
142 
142 
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160-1 


161 


Canadian Pacific Railway 
Abandonment of lines 
Allan line settlement 
Authorized capital 
Available reserves 
Bonds, debentures and other securities 
Branch lines 
Calgary-Petain 
Canadian Northern line, old, north of 
Competition in 
Construction, authority for 
Joint operation 
Kamloops-Okanagan 
Kamloops-Vancouver 
Lake Superior region 
Maryfield-Peebles 
North Bay-Fort William 
North Bay-Winnipeg 
Ottawa-Montreal 
Penetration 
Canadian National, by 
Canadian National territory, into 
Protective lines 
Calgary and Edmonton passenger facil- 
ities 
Canadian National, effects of policy of 
Capital expenditure, effect of Canadian 
National policy 
Coal, purchase of 
Colonization, competition in 
Consolidated Smelters 
Consolidation with Canadian National, 
economies by 
Density of tratiic, comparison with 
Canadian National 
Depreciation 
Directorate 
Equipment replacement 
Express and telegraphs 
Facilities, cooperative use of with 
Canadian National 
Free transportation 
Grades, western 
Grain, movement cost, Fort William- 
Vancouver 
Gross earnings 
Guarentees 
Hotels 
Depreciation 
Projected 
Lands and subsidies 
Liabilities account, reserve and 
appropriations 
Lloydminster extension 
Manufacturing 
Northern Alberta Railways, purchase 
Operating efficiency, comparison with 
Canadian National 
Operating ratio 
Operations, general statement, 1921-50 


Passenger and freight costs, apportionment 
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25,229 
216,219 
188 

197 

225 
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230 
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249 
243,251 
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184 
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236 

319 

229 

236 
229,235 
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10,11, 47 
184 
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241 
208 
182 
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Canadian Pacific Railway (Cont'd) 


Pension fund eed 
Preference stock wer 
Ratio of earnings to expenses mi 
Supplies, purchase of 506 
Terminals A 
Tourist traiiic 158 
dvaiftic solicitation and advertising ae 
Train 
Mileage, reduction 25 
Services, reduction 228 
Wages and material costs Bae 
Central Vermont Transportation Company 140 
Coal and railway costs 48 
Goleman, Mr. D. C., Vice President, 
Western Lines, Canudian Pacific, 
statements and appearances in 
conference 181,512 
Confederation and railway construction 59 
Consolidated smelters, interest of 
Canadian Yacific in 198 
Crow's Nest Pass agreement (See Freight rates) 
Depression and the railways rors) 
Dixon, Mr. HE. A., Uhief Engineer, Western 
Lines, Canadian National, in 
conference y 
Drayton-Acworth report 
Lands and subsidies 200 
Smith, Mr. Aifred, on division of western 
and eastern lines J14 
Eastern tour, discussion of 64 
Edmonton, Alta., terminal facilities 313 
Express and telegraphs 29,57 
Fairbairn, Mr. J.M.R., Chief Engineer, 
Ganadian Pacific, in conference 309 
Fairweather, Mr. S. W., 
Director, Bureau of Economics, Canadian 
National, statements and appear- 
ances in conference 1,198,044 
44,100,309 


Freight rates 
Crow's Nest Pass 
Agreement 
Export, based on Albany 
Grain, movement cost, Fort William- 
Vancouver 
Grande Prairie-Fort William 
pulficiency of 
United States and Canada 


Freight services, cooperation in 


Gaspe Railways 
Grades, western 
Grand Trunk Milwaukee Car Ferry Company 


Grand Trunk Pacific, early service, com- 
parison with Canadian Pacific 


Gray Line Coaches 


Gzowskl, Mr. C.S., Chief Engineer of 
Construction, Canadian National, 
in conference 


Harvesting season 


Highways 
Motor transsort 
Competition 
Bootlegging 
Grain, hauling of 
Operating results 
Regulation of rates and services 
Limitations 
Western provinces, road construction 
and maintenance 


Hotels (See also Can.llational; Can.Pacific) 
Competition 
Consolidation, under 

inquiry, scope of 


Interstate Commerce Commission, depreciation 


Inverness Railway 


Kamloovs-Vancouver, fusion of interests 
Kent Northern Kailway 
Lloyd, tr. E.E.,Comptrolier, Canadian 


Pacific, statevents and appearances 
in conference 


509 


22d 


2o7 
12 


40~-1 


160 


181,188 


MacNabb, Mr. T.0., Engineer of Con- 
struction, Western Lines, Canadian 


Pecli10, in coOnrerence 309 
Manitoba, truck infractions 517 
Montreal 

Terminal scheme 3) 
Tramways 5 
Motor traffic (See Highways) 
National finance and railway problems 59 
New Brunswick 
St. John & Quebec Railway acquisition 6 
Trackage reduction in oli 
Northern Alberts Rallways 187,229 
Northern Ontario, reduction of lines O10 
Pacific coast steamships 36 
Passenger transport company, organization of od 
Peace River 232 
Blanket way bill OL 
Northern Alberta railways, acquisition oL1 
Press and vasses 183 
Quebec province, trackage reduction in olt 
Rail and River Coal Company 29 
Rail transport in Canada, cost of o4 
Railway problem, chief factors in or) 
Railways 
Abandonment of lines ead 
Administration by non-political board 248 
Blanket way bills 51,58 
Branch lines, competition in 249 
Budgeting and planning commission 42 
Car consolidating companies 59 
Clerks and attendants, cost of el 
Coal, cost of 48 
Comparative operating efficiency 6 
Competition 
Effects of 35 
Value of 50 
Confederation and 59 
Consolidation 60,227,245 
Economies -from 18,154 
Feasibility of 502 


Page 
Railways (Cont'd) 
Construction and creation of national 


wealth a4 
Cooperation : 246 
Depression, effects of 33 
Express and telegraph services oT 
Factors in present problem 55 
Financial fusion 240 
Freight services, cooperation 58 
Geographical conditions 08 
Hotels and ticket account 210 

Investment in, ratio to other tangible 
wealth 46 
Joint operation ool, eed 
Branch lines 229 
Under two systems 310 
Joint terminals 12 
Labour questions 56 
Locomotive and car shops eo 
Loss and damage claims 26 
Luxury services 26 
Office rent and office supply 24 
Parallel mileage 518 
Passes 183 
Printing and stationery av 
Private operation cal 
Profit and loss, relation to capital stock 208 
Purchases and stores al 

Shippers, attitude toward private and 
public owned 302 

Stations 

Consolidation or joint operation 20 
Reduction of 512 
Tariffs and traffic readjustment ran 
Trackage reduction O11 
Train services, reduction 228,255 
Transportation Dil... Canade o4 
Water transport and 40 
Secretariat to Commission, work of De 


Sittings in private conference 
Secretarial precis, 19451 


Sundary Dec. 6& 2 
monday, Dec. 7 9 
Tuesday, Dec. 8 16,52 
Wednesday, Dec. 9 44. 
Saturday, Dec. 12 50 
Stenographic reports, 1951 
Saturday, Dec. 12 LOO 
Sunday, Dec. 13 180-1 
Wednesday, Dec. 16 509-10 
St. John & Quebec Railway 6 


Telegraphs and express 29 
Toronto-Montreal-Ottawa service S11 
Tourist trafitic 147 

Earnings, effect upon 156 


United States 


Depreciation, system of z 
Interstate Commerce Commission, depreciation 206 
Motor transport, financial results 14 
Rate increases ae 
Unity-Saskatoon lines 518 


Warren, Mr. A.E., General Manager, Western 
Lines, Canadian National, statements 


and appearances in conference 9,508,313 
Water transport, effect on railways 40 
Wealth, creation of by railway construction 4.4. 
Western provinces 
Conference with railways on motor transport 14 
Grain crop 15 
Percentage west of Winnipeg 15 
Highway rates, regulation O16 
Joint terminals already established 513 
Land available for settlement ii 
Railway building and creation of national 
wealth 44 
Railway construction, 8 years, by 
Canadian National 4°7 


Road construction and maintenance, 5 years 13 


(1) 


ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


7OricatL tN DRX 


MR. S.W.FAIRWEATHER 

Director, Bureau of Economics, 
Canadian National Railways 

Total increase in funded debt of 
Canadian National, January 1,1923, 
to December 50, 1950 

consolidated statement to be pre- 
pared 

Income result from January 1,1923 
to December 31,1950 -- consoli- 
dated picture of all properties to 
be prepared upon basis of exclud- 
ing any interest due the government 

Depreciation -- whether by way of 
retirement accounting or depre- 
clation accounting 

Average age of equipment 

otatement to be prepared showing 
effect on accounts of equipment 
depreciation at 3 per cent 

Estimated deficit and financial 
requirements for year ending 
December 31, 1961 

Branch line extensions of Canadian 
National 

Acquisition of lines 

Comparative operating efficiency 
of Canadian National and Canadian 
Pacific 

Political interference ~- detail 
operations singularly free from 


Dece7? MR. A.E.WARREN 
Vice President, Western Lines, 
Canadian National Kailways 
MR. H.A.DIAON, 
Chief Engineer, Western Lines, 
Canadian National Railways 
Branch line construction 
Canadian Pacific penetration 
Branch line programme during next 
ten years dependent upon influx of 
settlers 
&ereage in prairie provinces still 
available for settlement 
Acceleration of three-year branch 
line programme 


AV 


1931 
bec .// 
MR. A.w.WARKEN and MR. H.A.DIXON(cont'd) 
Haulage of grain by motor trucks -- 
their rates 
Wagon haulage -- hard surfaced roads 
in west 
Motor trucks bringing grain to rail- 
ways, not competing 
Whether a factor affecting further 
construction of branch lines 
Mr. Warren would not recommend a single 
branch line at oresent time 
Motor truck and bus competition -- 
Provincial governments of west to 
Hela a ceneral veeting in order that 
rallways may oresent their case for 
egulation 
Me. Yarren to ascertain traffic pro- 
duced by Kamloops - Kelowna - 
lumby branch and other branch lines 
Thinks that under conditions prevail- 
ing in 1928 branch line construction 
warranted 
Percentage of grain business west of 
Winnipeg 
Movement of coal decreasing 
Two logging roads in British Columbia - 
whether would have been bullt under 
Present conditions 
Provinéial oressure 
interest on construction and fixed 
charges entered into branch line 
recomendations 
Operating officials not concerned with 
financial results 
A 14 per cent earning on capital 
structure necessary for proper 
results 
Many of Canadian National difficulties 
inherited 
as to increased railway rates 
Frince Rupert line -- :r. Warren would 
not put any money into such 4 project 
As to closing out of certain branch 
Lines 
fr. Warren to consider what services 
in western Canada might be elimin- 
ated and what might be coordinated 
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it te ape te 


Dec .8 tin. fe Be! Rina na 
Director, Bureau of Economics 
Canadian National Railways 
Gives Comission benerit of his 
study of possible ecovomies that 
might be expected Tron consolidation 
of Canadian "aciilc and Canacian 
Wational railway systems, divided 
under eleven neacinges: 
General overhead exnenses subdivided 
Reacdjustvent of Tariffs and Traffic 
Tpatitic solicitation and advertising 
Operating zcone ies, [relight and 
DaAsSOne 21 
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1931 
Dec .8 


MR. S.W.PATRWEATHER (cont'd) 


Purchases and stores 
Accountancy and statistics 
Hotels 
Express 
Telegraphs 
Other subsidiaries 
Economic value of released material 
Actual working out of consolidation 
programme would require technical 
staffs of both railways for number of 
years 
How conclusions arrived at 
Stimulus of competitive conditions -- 
on what programme predicated 
Gléansing benefits of competition 
absolutely essential to efficient 
oneration 
Benefits to shipper by joint use of 
freight terminals 
Canadian Pacific approached in 1923 
to this end 
Saving by such arrangement 
Blanket way bili -- advantages of 
As to export rate based on Albany -- 
(Commissioner Loree) -- national 
considerations involved 
Mr. Fairweather reads to Commissioners 
study he had tade for Sir Henry 
Thornton last month of possibilities 
Of cCooveralive use of fucilities 


between Canadian National and Canadian 


Pacific 

Canadian railway problem when viewed in 
proper perspective indicates little 
wrong in organic sense 

BPailure to provide for interest on 
invested capital not at all peculiar 
to Canadian railways 

Capital structure of Canadian National 
Hailways has embalmed within it all 
mistakes of orior managements, this 
seriously distorting financial re- 
suits and presenting fulse picture of 
overations 

Chief factors in present railway 
oroblem of Canada 

Most logical solution of problem 

Principles to be aoplied 
Passenger service 
Pacific Coast Steamships 
hotel Gervice 
Telegraphs -- bell Telephone con- 

petition 

Hapress service 
Freight service 
Miscellaneous 

Highway Transport -- as passen,er 
facility a logical competitor of 
Yoilway for any distance; as freight 
medium economic scope limited to 
aporoximately Titty miles 


oe 


05 


40 


1931 
Dec .8 


Dec .9 


MR. S.W.PALTRWEATHER (cont'd) 


Effective control 
Canada has consistently failed to 

pay her transport bill 

Failure to provide rate structure 
adequate to pay bill --consequences 

Remedy 

Too much reliance not to be placed on 
any lesson taught by present 
devression 

Need for creation of budgeting and 
planning commission «- its functions 

its personnel 


To give details as far as possible 
of Sir Henry Thornton's estimate 
of savings on 196e operations of 
peo ,000,000 

Explains study of wheat growing in 
Canada made by his Bureau about 
19cl 

What study disclosed 

Reads paper prepared by him on 
Railway Building and the creation 
of National Wealth in Western 
Canada 

For each dollar invested in railway 
transportation 5.5 dollars of new 
wealth created 

Déteails thereot 

Without railways wealth of prairie 
provinces would be almost entirely 
potential 

Opoortunity value of territory set by 
Hudson's Bay Conpany 

"Weaith’ and ‘value’ continually 
affected by "time-place" factor 

In pioneer country railway investment 
relatively great until use converts 
potential into actual values 

What happens following projection of 
railway into virgin territory 

Basis of wealth at any given time 

Ratio of invested reilway dollar to 
other tangible wealth ~-- comparison 
with United States 

Ganadian National expenditure on rail-~ 


way construction in prairie provinces 


during past eight years 

Its results in increase of national 
wealth 

Produces penetration charts of branch 


line construction in western Canada < 


L916 = 1960 

Surmary 

To what extent might have been avoided 
if railways cooverative 

High cost of coal in western Canada 
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1951 
Dec.12 THE CHAIRMAN states two important 
things to be considered: 
Increase of railway income 
Possible reductions in expenditures 
Thinks it desirable to have a report 
from independent experts 


LORD ASHFIELD deems it of utmost im- 
portance that Commission be certain 
they were exhausting all sources of 
information as they went along 

And that work of the Secretariat was 
being conducted in such a way as 
would secure to Commission 
in suitable form at later stage, the 
vast amount of information being 
collected 

His views on information they were 
seeking 

And on what the Commission's recom- 
mendations in the main must rest 

Not favourable to entrusting certain 
questions to a body of experts 

Buy with @ limited form of reference 
such a body could be of great value 
to Commission 

Conditions under which investigating 


being carried oul must be accepted as 


abnormal 

His mind being directed more and more 
to certain belief with respect to 
railway expenditures ~-- its possible 
significance 


COMMISSIONER LOREE refers to construc- 
tion of Canadian National hotel at 
Vancouver -- political compromise 
with community 

Suggests that railway officers give 
Commission review of situation in 
1913 as compared with 1931 

Whether relief could be looked for 
along line of unified structures, 
one east and one west of Fort 
William or Port Arthur 

Conceivably three systems might be set 
up 

Believes people would be better off 
under private ownership 

Had reached conclusion that Canadian 
National management reasonably alert 
and efficient but struggling against 
too great a handicap 

Recent increase in rates in United 
States -- its cost to anthracite 
producers 

Labour -- his company's policy 

Does not consider Commission had as 
yet sufficient data to make up its 
mind -- had merely given his general 
impressions 
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26 


56 


56 


56 


57 


57 
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08 


Deeé.ie Sih JOSEPH PLAVELLE outlines natural ee 

trend of trade in Canada 58 
Railway construction following 

Confederation Dg 
oketches financial efforts of Dominion 

during and subsoquent to war Dg 
Canadian raliway situation outcome of 
pressure of Canadian people at a 

Critical tine unwisely acceded to 60 
Danger of railway monopoly 60 
But unwise at this carly date to say 

anything impossible 61 
Feels Gommission should get very 

valuable assistance from checkup by 

expert of various proposals develoved 

during investigation 61 


WR, BEAUDAY LEMAN believes that Commission 
should endeavour to circunscribe extent 
of investigation under certain headings 

eeests study of 

1} Possitle immediate remedies 

2) Possibility of solution which would 

as far as vossible preserve future by 
not taking stand either as to govern- 
ment or private ownership 

Commission should be careful to seek 

iniormation based on cxperience rather 
than on possible theories 

Kailway construction and expenditure 


ne 


DR. MURRAY thinks Commission should keep 
in Mind two or more alternative pro- 
posals in assembling data 

Problem must ultimately be decided by 
political considerations 


DR, WEBSTER feels that judgment of three 
more experienced members -- Lord 
Ashiicid, Mr. Loree and Sir Joseph 
Fiavelle - should guide the lay 
members 

Their views should be kept in background 
1Gi3i more couplete information avalil- 

abie 

Outlines certain possibllities 


MR. MOAON assures Commission that record 
would be trade as complete as possible 
Later an adequate staff would be organ- 

i1Z00 


In deference to Lord Ashfield's desire 
Commission decides to have the official 
reporters take notes of conferences with 
various railway officials 


The Commission ciscusses future move- 
ments 


OL 


62 
oe 


62 


63 


635 


64 


64 


BA 


Private Conference with Mr. Fairweather. pap aak 


1931 oe 
Déc.12 Page 


MR. S.W.FALTRWEATHER 
Director, Bureau of Economics, 
Canadian National Railways 
Exhibit N® --Statistical information 
requested by Sir Joseph 
Flavelle 100 
Exhibit nN» -~-Receipts and Expenditures, 
Canadian National Rail- 
ways, January 1, 1923, to 
December 51, 1950 100 


Canadian National Railway Hotels. 
Mr, Palrwesther refers to page 3 of 
Exhibit NP as representing correct 
accounts cxcept that depreciation 


not included 100 
His views on depresiation LOO 
Depreciation should appear in hotel 

accounts -- reason for this 101 
Estimates depreciation LOL 
Hotels a deficit enterprise 

(Lord Ashfield) 101 
Theory of depreciation reserve LO] 
Amortization 102 


Depreciation simply a matter of keep- 
img prcotiit and loss account straight lOc 


Lord Ashfield!s view 10e 
Sir Joseph Flavelle's view 10. 
My. Fairweather in agreement with 

Sir Joseph 103 
Total investment in hotels at Dec. 

31, 19380 -- book value 104 
Depreciation figured at 66 years - 

how arrived at 104 
Figures on straight line basis of 

two and a half per cent 104 
Has not estimated such depreciation 

Since inception of notels 105 


Calculation confined to deprecia- 
tion eccruals in elght year period 105 
Depreciation in relation to hotels 


does not appear on bdooks 105 
Losses prior to 1923 ~- how dealt 

with 105 
Character of losses 106 


&t Lord Ashfield's request Mr. 
Fairweather to prepare statement 
disclosing hotel losses to date on 
Operation, same including depre- 
clation on two and & half per cent 


basis of book value 106 
Vinether equipment and furnishings 
renewable year by year 106 
Shadowland between obsolescence 

ana depreciation 107 


Mr. Pairweather also to suoplement 
statement with estimated figures 

when hotel »orogranmme completed and 

of future losses on operation 107 


phy 6 a 


1951 Page 
Dec.12 Canadian National Railway Hotels(cont'a) 
Figures to be in bulk, not related 


to particular hotels LOT 
Sir Joseph Flavelle on depreciation 
versus renewal L107 


In arriving at net operating figure 
Mr. Fairweather provides for renew- 


al 108 
Ladies' Collego -- depreciation 
practice 
(Commissioner Loree) 108 


Hotel ronewals charged to operating 
expenses -- Mr. Pairweather in-~ 
stances such expenditures at 


Macdonald and Brandon hotels LO9 
Not pyramiding their capital 109 
Interest on hotel investment -- how 

treated 109 
Sir Joseph Flavelle draws attention 

to very important distinction 110 


interest on investment in hotels and 
other outside operations -~ change 
of practice --inter-system elimin-~ 


ations ail 
ingtances Niagara, St.Catharines & 

Toronto Railway Lig 
When new practice started 315 


No distinction between interest on 

funded debt and on government 

borrowings Lio 
Even charge interest for moneys ad- 

vanced to pay deficits -- absurd 
principle 115 
Sir Joseph Flavelle suggests that 

interchange balance sheet should 

represent true position of each 

subsidiary enterprise 113 
Mr, Fairweather ropeats that new 

capital ventures debited with in- 

terest and deprcciation charges 114 
Hotel investments - Jasper Park Lodge- 

Mr. Pairweather gives details behind 

Sir Henry Thornton's statement 115 
Hotels a stimulus to railway traffic 116 
Should be given credit for inercased 

railway traffic 116 
Vancouver Hotel -- commitments 119 
Canadian Northern agreement with 
city of Vancouver to build station 

and hotel 14g 
if held to letter of original con- 

tract cost to Cansdian National 

would have been substantially 

greater 120 
As to this, Mr. Fairweather to collab- 

orate with Mr. Gzowski and ir. 

Roberts in preparing statement 120 


Canadian Government Merchant Marine. 
Cansdian Government ierchnant Marine 
a war enterprise -- turned over to 
Canadian National to operate Lek 


19351 
Dec.12 Canadian Government Merchant Marine 
(cont'd) 

Chief services at present 

bamitvations of Order in Council as to 
shipping 

Statement prepared includes results of 
operation of services as a whole to 
date 

Depreciation provided for 

Depreciation on war cost -~ how dealt 
with 

Depreciation tied up with insurance 

Insurance limit 

Accrued depreciation 

Matter dealt with by House of Commons 
committee last session 

Total cost to Ganade of C.G.M.M, 

Details to be submitted in written 
statement 

Sir Henry Thornton had repeatedly told 
Parliamentary Committee that C.G.M.M. 
of no value to Canadian National 
system as such 

Canadian National Kailways do not 
charge ©C.G.M.M. for overhead and 
supervisory expenses ~- 0.G.M.M. has 
its own supervisory officers 


Canadian National --West Indies Service. 

matter of trade treaty 

Genesis of service 

Canadian National Railways not respon- 
sible fer number or tyne of vessels 

Parties to the trade treaty 

Identification of exhibits 

United Fruit Company and Jamaica 
government 

When service began 

Results of operation 

Depreciation at two and a half per 
eént straignt line 

Profit and loss account separate from 
Canadian National accounts 

What Commission is interested in with 
respect to West Indies service 

(Lord ashfield) 

Canadian National Railways not paid 
for operation of service 

Neither a source of revenue nor of 
disbursement to Canedian National 
Railways 


Canadian National Steamships on Pacific 


JOBS... 

pubsidiary steamship and car ferry 
services 

Canada Atlantic Transit Company -- how 
treated 


Car ferries 
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135 
1355 
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137 
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1951 Pa 
Dec,12 Canadian National Steamships on Pacific 
Coast (cont'd) 
Agrecment with Pennsylvania railroad 
for joint ownership and operation of 


@ 


Lake Michigan car ferry service 141 
What railroads car ferry feeds 141 
Canadian National Steamships operate 

on west coast 141 


Information in Volume A, section cJ 
to be summarized in form of statement 142 
Duration of service 142 
Boom period of 1928 142 
Intended to get back into triangular 
service originally operated by Grand 
Trunk Pacific 142 
Contemplated construction and operation 
of the boats a question of traffic 


needs -- a feedsr to the railway 143 
Ganadien Pacific Service --Tri-City 

service L144 
Statement of C.N.R. --tickets sold 145 
Canadian National boats primarily for 

passenger traffic 145 


Mr.Fairweather's report on traffic 

unfavourable to establishment of 

services 146 
Reported verbally to his predecessor, 

Mr. Henry, that proposed expoanditure 

mol justilied 146 
Enlargement of dock facility in 

Vancouver -- Mr. Fairweather's study 


and report 146 
Location of dock 146 
His general knowledge as to why service 

established 147 
Had reported cto Sir Henry Thornton on 

Value of tourist traffic 148 


Tourist business in Canada -- its value 148 
Wr. Coots estimate of its valine last 

year 149 
Its growth 149 
Sir Henry Thornton's decision in- 

fluenced by Mr. Faeirweather's report 
On tourist traffic -- felt its attrac- 

tion would be good national develop- 


ment 149 
Similarly with radio and other luxury 

railway and hotel service 149 
Mr. Fairweather's personal view 150 
Number of ships built 150 
Alaska run 150 
Triangular service 150 
Alaska service -~ seasonal duration Lo] 
Triangular service -- anticipated 

excansion LoL 
Case of bad judgment 151 
Dock facilities at Victoria and Van- 

couver -- repairs and alterations 1d2 
Boets not capable of carrying freight 

in any voluine 152 


Financial picture of service -- where 
found 152 


AAV 


1951 Page 
Dec .12 Canadian National steamships on Pacific 
Coast (cont'd) 


Depreciation and interest 152 
Cost of boats 152 
Operating results, 1930 LOS 
Length of operation 153 


Statement 2(k)1, Volume "aA" ~- 
question of policy -~ where division 
made between vassenger and freight 
earnings 154 
Annuel reports <-- variation in proper- 
ties comprising Canedian National 


Railways 155 
Pigures prepared for Commission on 4 
uniform basis 155 


Canadian National policy to encourage 
tourist traffic -- capital expendi- 


ture L156 
Mr. Fairweather to furnish passenger 

earnings from 1925 onwards 156 
Passsnger revenues steadily decreasing 

through highway competition 156 


Kesults of encouraging tourist traffic 
not entirely reflected in passenger 
service 1o7 
indirect benefits 1517 
Sir Henry Thornton's conception of 
part of 51s duty es President to 
incur exvenditures ~~ The Chairman's 
statement of this concurred 40 Oy or. 


Fairweather 158 
Whether C.P.K. administration shared 
Sir Henry Uhnornton’s view 158 


C.P.R's purchase of subsidiary company 

in Nova Scotia -- built chain of 

tourist hotels to make line vay 159 
C.P. built hotel at Del Monte and made 

local railway pay; buying of ships 

to increase general tourist business 

of country on different busis 

(The Chatrman) 159 

Me. Fairweather submits if country 

prosperous railway would be pros- 

perous 159 
Lord Ashfield sugsests If policy not 

pursued by others whole burden on 

Canadian National 160 
Canadian National policy not a joint 

venture except as to hotel in Jamaica 160 


Nr. Falrweather gives the story 161 
Purpose of building the hotel 162 
Bxatent of loss | 162 


Hotel completed and operated by United 
Hotels Company for three months then 
closed 163 

Jamaica government hold first mortgage 165 

Figure at which Canadian National 


carrying asset 163 
Mr. Fairweather explains 1930 deficit 
on Canadian National Steamships 163 


Aleska and Triangular services a 
length of operation 163 
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1951 Pare 
Dec.12 Canadian National Steamships on Pacific 
Coast (cont'd) 
The 'Hobert" and the ‘Henry’ 164 
Resuits of operation of Tri-City service 1064 
Mr. Fairweather to supply further infor- 
mation on operation 164 
Lord Ashfield compliments Mr. Feirweather 
on his wide and intimate knowledge of 
Canadian National affairs 165 
Invites further statement on matters of 
policy. At later stage might be 
useful to Commission to have some 
ebservations from him of general 
character 166 
Wr. Fairweather would take over steam- 
ship end of Canadian National RKail- 
ways as Unristmaa present -- if per- 
mitced to insure it 166 
Feels that one of defects of Can.dian 
National organization has been the 


ramifications of its operations 167 
When specialists engage in sidelines 
apt to commit indiscretions 167 


Private Conference with 
Sanadian Pacific Railway Officers - 


Dec.13 Exhibit P®, Canadian Pacific Kail- 
way Company's general 
statement of operations 
covering ten year period, 
1921-1950 181 
Exhibit P®, Appendix to Pe. 
Exhibit P°, Series of statemcnts made 
in answer to questions 
submitted by Sir Joseph 
Flavelle 181 


MAR. D.C COLEMAN, 
Vice President, Western Lines 
Canadian National competition in west 161 
Difficult to define fair competition Lo. 
Also difficult to locate exact point 
where competition in public interest 
develops into catravagance and waste 
injuvious to public welfare iS] 
Conditions of service when grand Trunk 
Pacific and Canadian Northern merged 
to form Canadian National 201 
Canadian National improvement in trans- 
portation corditions followed. by 


excesses 182 
These sgpecificd Lee 
Gist of passes issued by ©.P.H. to be 

furnished 105 
Law governing free transportation 33 


More liberal than United States law 183 
Branch line programmes of Soth 
conlpanics - 184 


1921 Page 
Dec.13 MR. D.C.COLEMAN (contid) 
Cenadian Pacific by Canadian National 
policy forccd to anticipate all 
tines and project protective lines 184 
Measure of suprort always available 
to Canadian National for railway 
building provosals 184 
Outstanding illustrations of how easy 
to work up agitation in press in 
favour of any branch lines 184 
Okanagan Valley -- water supply con- 
ditions prevont material increase in 


fruit production 184 
Result of check on last year's 
shipping condi.tions 185 


Motor bus and truck competition likely 
to decrease railway traffic in 


valley 185 
Lulu Island -~ Canadian National line 
now building 185 


New industries could be much less 
expensively served by Vanccuver and 


Lulu Island Rallway 185 
Furpose of Canadian National line on 

Lulu Island 185 
British Golumbia Electric Railway -- 

stock control in Canadian hands 186 


Sir Joseph Flavelle refers to state- 
ment made at Vancouver hearing by 
representative of North Fraser 
Harbour Commissioners 186 
Mr. Coleman informed that only one 
industry so far located in new area 157 
Placing of Canadian Netional steam- 
ships on run between Vancouver, Vic- 
toria and Seattle worst instance of 
unnecessary duplication 187 
Northern Alberta Railways -- price 
paid for same duc to unnecessary 
competition 187 


MR. E.#.LLOYD, 
Comptroller of Canadian Pacific 
Rallway Company 


Explains capital structure 188 
Ordinary preference and debenture 

stock 191 
Borrowing powers 196 


Branch line cperations -- any deficit 
provided by Canadian Pacific tailway 196 
So far Aas operation of branch lines 
per se, in exactly same position as 


CHR. 194 
Statutory limitations on issuing 

debenture stock 194 
Have capitalizea some shirs 195 


Aequisition of leased iine securities 

pretty well taken care of through 

issue of debenture stock 395 
Why done that way 195 
Priority of preferred stock as to 

dividend 195 


1931 Page 
Dec.13 MR. E.E.LLOYD (contid) — 
Debenture stock yield 196 
Its market rating 196 
Issue price 196 

Sale of bonds at discount charged off 
against premiums on common stock Lt 


Stock premiums treated as reserve 
against possible sale of securities 


below par 197 
Balance of stock premium reserve 

unabsorbed 197 
Liquid reserves of C.P.R. today 197 
Cash; investments 198 
Consolidated smelters 198 
C.r.K's authority with regard to bond 

issues -~ 56 Victoria, Chapter 41 199 
Umsold land -- how carricd -- value 199 
Its value written down annually 199 
Appears only in balanco sheet L932 


Drayton-Acworth report <-- treatment 
of land value 
‘Commissioner Loree) 200 
Mr. Lioyd to prepare statement of cash 
and land subsidies, guarantees and 


railway mileage received by C.P.R. 200 
Land value produced by construction of 

railway 200 
Basis of value of rallway roceived 

from government eC. 
Resalc of certain acreage to government- 

price 201 
Substence of transaction atated by sir 

Joseph Flavelle 202 


By Statute of 1879 value of land fixed 
at dollar an acre 


(The Chairman) 202 
Title taken to land 208 
Practice in United States 

(Commissioner Loree ) 203 
Berivy tinancial wistory of C.F .K. 203 
Assistance by the government 204 


Depreciation: 
Method adopted in accounting up to end 
Of 1929; since 205 
Interstate Gommerce Commission's 
ruling on property abandoned and re- 
placed -- later modified 


(Commissioner Loree) 206 
Sir Joseph Flavelle's views on treat- 
ment of equipment account 207 


Relation of profit and loss to capital 
stock issue 
(Commissioner Loree) 206 
Tendency to treat depreciation as a 
flexible thing 


(Sir Joseph Flavelle) 208 
C.P-K's equipment replacement account 
reserve 209 


ethod prior to 1930 -- result 209 


L7o) Page 
Dec.13 Depreciation (cont'd) 
Percentage rate in lieu of deprec- 
lation 209 
Do not assess depreciation or interest 
against hotels «= straight case of 


earnings and expenses 210 
Cupital charge capeble of number of 

Lnterpretations e11 
Hotel equipment replacement -- how 

charged ele 


Replacement of »10,000 locomotive by 
new one costing #100,000 ~- how dealt 
with in accounts 212 
iter of $42,512, reserve and appropri- 
ations, in liabilities account ex- 
plained BLD 
Reserve account -- how dealt with Cio 
Reduction from 1921] to 1925 explained ZL 
Were banszers for Allan Line Steamship 


Co -—pany 216 
Adjustment of taxes with British 

government e105 
Secretary form for certain information 

irom U.N.R. tO apply bo C.F... 216 


Why hotel in England part of railway 
enterprise in Caneda ~~ Mr. Coleman's 
explanation O17 

Mr. Lloyd explains reduction in passen- 
mer service revenue accounts for 
ateadily mounting opereting ratio 218 

Decreased operating ratio in freight 
service attributable largely to 


efficiency 218 
Operating accounts -- how kept 2.8 
Operating ratios 219 
Gross sarnings 2.9 
Special income -- headings 219 


Winding up of Allan line -~ a windfall 220 
Appondix, page 4, a cemplete income 


statement eel 
Pension fund -- company's contribution 221 
Manufacturing -- special accounting oe) 
Mr. Coleman to obtain statement of wages 

and material costs 19145-1929 eee 


Basis of avportionment of cxpenses 
between passenscer and freight service 222 
Application of Interstate Commerce 


Someission formula neo 
Mr. Coleman explains branch line build- 
ing rights under charter (ae 
Acquisition of vight-of-way -- right to 
expropriate 224 
Arbitration procédurs 224 
Period of wheat movement EA) 
Recess neo 
nesumption 220 
Mr, Lloyd corrects morning statement 
ge to preference stock 200 
Sterling preference atock B20 
Quotation thereon [from annual report 220 


Debenture stock first charge on pro- 
porvy Cer 


1931 
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Labour and material costs -- gross in- 
come, expenses and net -- 1913 and 
1930 -- statement to be prepared 

Would public sanction unification of 
Sli roads under private operation; 

Gr into two comvanies ~-- one all lines 
west of Port Willian, other all lines 
east 

(Commissioner Leree) 

Mr. Coleman points out objection -- 
monopoly argument 

Branch line cperation -- suspension of 
operation or gubstantial reduction 

(Commissioner Loree ) 

To what extent would joint operation 
Of branch lines be conducive to 
economy 

(Commissioner Lorce) 

As to abandonment of some lines and 

joint use of remaining lines 
(Commissioner Loree) 

Mr. Coleman thinks under unified control 
there would be considerable extension 
Of principic 

Describes relative grades and lengths 
of iines -- Galgary to Petain and 
Macleod to Petain 

Yellowhead Pass 

Mileage dilference 

To submit map of western Canada showing 
both tines in different colours, where 
joint operation would be advantageous 

Map of Feace River country produced and 
explained 

Pacific Great Hastern -- considered as 
an approach to Peace Kiver 

Route if P.G.E. were not there 

Route of new line 

Present froduction cannot economically 
justiiy cuties tc Facitic 

Average grain rate from Grande Prairie 
eistrict to Port Viilien 

Pacific rate 

Eemonton rate 

To whet extent reduced services would 
take place of abandonment 

(Commissioner Loree) 

Three lines Ottawa to Montreal 

Threc lines north of Lake Superior 

C.P.R. road transport competition 

Its policy thereon containec in report 

Mr. T.E.McDonnell, President of Canadian 
Pacific Express Company,very active 
in preparation cf report and could 
be examined in Ottawa 

Gray Line Coaches -- ©.P.R. has no 
interest therein 

Western division -- coal supplies 

Purchases influenced to certain extent 
Dy public opinion 
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Imports fuel o11 from California 238 

It Sir Henry Tnornton's responsibility, 
directed solely toward establishing 
financial success of O.N.Rts -- not 

concerned how his policy affected C.P. 


R. (Lord Ashfield) 238 
Mr. Coleman reiterates his viewsz on 
extreme competition 209 


On basis of fair competition thinks the 

two systems could operate separately 239 
But does not believe could obtain same 

net aggregate result as if the two 

undertakings were fused 209 
Possible to obtain best transport re- 

sults only by complete financial 

fusion 240 
Thinka 16 feasible Croposition that 

they can be brought together and 

effectively managed without damage 

to Dominion interests 240 
Policy of Canadian Pacific since 

Canadian National impinged upon its 

interests -- Mr. Coleman's personal 

opinion 240 
Gost of competition to C.FP.R. 241 


Could develop a figure as to extent 

to which competition has increased 

U.P AR. operating costs 241 
Whether nossible for C.F.R. to be 

successfully administered under 

present plan 242 
Advantaze to Canadian Naticnal, on 

questions affecting C.P.R. interests, 

of having behind it public who own 


undertaking 2435 
Railway extensions -- procedure Dy 

wey of vorivate bill 245 
Submission of route map ts Board of 

Railway Commissioners 245 
Also of location map e44 


Tf Canadian Nationel make out case 
ageinet proposec branch line, bill 


usually rejected 244 
Tendency in Parliament to favour 
Canadian National Kailways 244 


Position where Canadian Pacific objects 
to Ganadian National branch line 


application 044 
Lord Ashfield summarizes Mr. Coleman's 

views 245 
Whethcr friendly cooperation on large 

scale possible 246 
Amicable cooperation during recent 

months 246 


Mr. Coleman thinks public interests 
could be preserved by legislation 
and regulation if railway monopoly 
established 247 
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1931 Page 
Dec .15 As to estimate of movement cost of 
10,000,000 bushels of wheat from 
Calgary to Edmonton over C.P. lines 
and over selected lines 247 
If publicly owned iine were administered 
by directorate the majority of whom 
mot politically selccted, it would be 
great improvement from standpoint of 
private competition 248 
Branch line competition in west covered 
in Schedule P&® - page 2 ~- penetration 249 
TO prepare a chart showing C.P. lines 


in relation to nearest C.N. lines 200 
Impact of competition 
(Sir Joseph Flavelle) 201 


Branch lines -- Canadian National pro- 
cedure contrasted with Canadian 
Feacitic 251 
Whether Senate rejection of Canadian 
National branch lines frogramme 
followed inmediately by application 
from Canadian Pacific for leave to 


build 2005 
Monopoly cry in west when C.P.k., 
supplying practically cnly service Zoo 


Mr. Goleman files comparison of mileage 
rates On grain north and south of 


international boundary 204 
Crow's Nest Pass rates originated 

gemand for relative rates 204 
Geographical disadvantage of prairie 

farmer -- compensation in rates 209 
Dividing line between grain movement 

to Fort Willlam and to Vancouver 295 
Grain rates -- export; local 300 


Crow's Nest Pass rates do not contribute 
anything like sharc to fixed charges 
ana dividends 500 
Estimated loss of million dollars on 
1927 reduction has reference to 
extended application of Crow's Nest 


Paas rates oO 
Probable effect of removal of Crow's 
Nost Pass limitstion oOl 


Extension of Crow's Nest Pass principle 

on grain moving west -- Mr. Coleman 

never thought it a just Gecision 301 
His explanation 502 
Domestic grain rates do not cover grain 

milled in transit; export rates apply 502 
Competitive areas -- sentiment in 

favour of nationally owned system 

much less strong now 502 
Argument used by soliciting agents 

of Canadian National 

(Commissioner Loree) 302 

Mr. Coleman thinks consolidation would 

effect greatest economies in operation 505 
If Canadian National system owned and 

eperated privately Canidian Pacific 

could hold its own, competition or no 

competition 503 
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1931 Page 
Dec .13 FOssibility of @ pubiic authority 
exercising control over all capital 
expenditures, but find it difficult 
to think of a plan practically work- 


able 304 
Objects to unltairness in general form 

of competition 205 
Discipline -- disadvantage of officers 

on f¢overnment owned road 005 


The Chairman sums up Mr. Coleman's 
objections to Canadian National 


competition 305 
As to monopoly contro] of suppliea 
(Sir Joseph Flavelle) 306 


Mr. Goleman does not think conditiona 

parallel ~- railway rates and ser- 

vices regulated to oxtent not apply- 

ing to other business 506 
Way to throw safeguards sround any 

so-called monopoly to protect public 506 
Commissioner Loree gives instance of 

rate discrimination in United States 3507 
Adjournment O08 


Private Conference with 
Officers of Canadian National Railways 
and Canadian Pacific Railway. 


Dec .16 Sir Joseph Flavelle outlines purpose of 
meeting S10 
Mr. Coleman thinks the presidents of 
the two roads working on cooperative 


plan oll 
Joint terminals ole 
JOint telegraph and express services 313 
Joint passenger facilitics Calgary and 

Edmonton O13 
Mr. Warren, on behalf of Canadian 

National, prepared to cooperate 513 
JOint operation of lake head terminals 

to eliminate duplication O13 


Official approval of any recommendations 
he might make rests with his presi- 


dent 514 
Suggests that he and Mr. Coleman go 

amto conference 514 
Wr, Coleman agrees 514 
Commissioner Loree suggests creation 

of three districts o15 
Motor truck competition 16 


Calgary to Edmonton - freight service 
on Canadian National passenger trains- 


experiment O16 
No regulation of highway rates in prairie 
provinces S16 


Mr. Fairweather finds no State has yet 
succeeded in effectively regulating 
rates or services Salbge 


2 AY 


1951 Page 
Dect e145 Attempt of one of southern States 
to regulate taxation successfully 


evaded 3518 
Calgary and Edmonton -- only Canadian 
National spur at Red Deer 318 


Saskatoon and Edmonton -- certain 
amount of Guplication down to Unity 318 

Brandon and Saskatoon 

Maryfield and Peebles 

Brandon to Regina 

Two Canadian National lines between 
Winnipeg and Portage la Prairie con- 
stitute double tracks -- traffic too 


much {for singie track S20 
Winnipeg to Emerson -- joint s6ction 

under 999 yeur lease 320 
Red River Valley Onl 
Canadian National divisional accounts-~-- 

how kept Oel 
Fort William and Superior Junction -- 

local business Onl 
Objection to joining up with Canadian 

Peacitic at maith Oal 
Canadian Pacific line Winnipeg to 

Port Arthur double tracked bea 
C.P.k. mileage to Fort William ten 

miles shorter than C.N. Jeo 


Lake of Woods business tapped by C.N.R. 325 


Mr. Mallory joins Mr. Fairweather 
and other railway officials retire, 


Mr. Fairweather submits statement of 
extraordinary economics instituted by 
Canadian National oy ae) 

Defines same yt) 

Not yet able to determine any marked 
diminution in gross output per man- 
week notwithstanding 7 per cent 


reduction in working time O24 
Dates when economies put into effect 335 
How statement compiled 556 
Policy laid down -- to pare expenses 

to absolutely barebones basis Oo7 
Instructions received in writing oor 
Tratiic s2ill tailing 540 
Percentage of revenue decrease 540 
Keeps chart showing trend of decreases 640 
Decreases heaviest in summer months v4 


Disturbed condition of international 
affairs had profound bearing on gross 541 
Decrease to date, 1951 compared with 


12a? 542 
Revenue forecast for 1952 04d 
Figures do not include eastern lines 048 
Figure with regard to vconomics 

a system figure 044 
Typical per cent decreases O45 
Railway earnings in States -- peak and 

volley O45 


ganadian figure 346 


4901 
Dec.16 


February and October percentages 

Canadian National peak in earnings 
normally in October 

Elilect of crap failure 

As to figures corresponding with those 
of Canadian Pacific 

Ganadian National ratio of expense 
to gress receipts last year 

Tpiae year 

For locy 

Actual deficit on operation including 
eastern lines 

On basis of 20 per cent freight rate 
reduction 

Instructions given on question of 
economies 

Pasis of raduction 

three alternatives 

Gost of colonization department 

What it covers 

Has turned its attention from immigrant 
to placing upon the land men and 
women from the citics 

Twenty thousand familias so assisted 

Staff of department reduced when 
immigration dreoped off 

Paris office 

Lord Ashfield'!s hypothetical question 
to Mr. Fairweather on effecting 
further economies and what protection 
Canadian National would ask as to any 
sters Canndian Pacific might take 

Mr. Fairweather intimates there is a 
roint beyond which you cannot reduce 
further the expenses of & railway and 
continue to have a railway 

Lord Ashfield asks for a statement of 
Canadian National salaries of adminis 
trative staff and wages of smpleyees 
in such form eas te compure with those 
of Cansdian Pacific 

Might bring dewn orerating ratio to 
SO or G1 cer cent hy breaking through 
wape icvel 

Question actually submitted to board of 
arbitration 10 per cent reduction on 
basic day 

Wage agreements -- interpretation of 

Hotel statistics for ten months of 1961 

Outside ticket officss closed 

tne New York office 

Still paying rent for old office 

Reason for moving to new office 

As to criticism that move was oremature 

Commissioner Loree's answer 

Whether colonization,natural resources 
and mineral resources departments 
necessary adjuncts to railway 
activities -- Mr. Fairwsathor shows 
how department justifies itself 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


The Royal Commission eppointed to inquire into the 
whole problem of transportation in Canada, particuiarly 
in relation to railways, shipping and communication fa-- 
Cilitics therein, heaving regard to present conditions 
end the probable future developments Ol the country, neu 
in private Gonicrencs on the special train en route. 


PRESENT: 
Right Hon. Lyman Pooro Dufz, P.C.. Chairmen 
Right Hon. Lord Ashficld _ 


bir Joseph W. Flavellic, Bast. 
Boaudry Leman, Esq. 

‘ommissioners 
uG0nOY Ereene!l Lorce, fso.. 


Waltcr Charlies Murrey. Esq. 


The set” cee eel” “oer? Prenat Mogul nae? cae” gat Sie, at 


JOmn Clercnce Webster, Esq. 


fvinur Moxon, 8sq., K.C., Secretary 


Officers of the Canadien National Railways: 


ed oo 


S. W. Palrwoather, Dircctor of the Burenu of 
H2ononics, 


Ee Ps Mallory, Director of the Buyeau of 
Suetlstics. 


A. BE. Warren, Generel Manegeer, Western Lines. 
3 3 


Western Tour, 
Hn Route Outer. a-Vanccuver, 
Sunday, Deccmbor 6, 
Lo ao 1. 
PRIVATE CONFERENCE 
MEMORANDUM OF DISCUSSION WITH THE COMMISSION 


(Precis by Mr. Fairweathcr) 


Thc first question discussed was the total increasc 
in the funded dcbt of the Cancdien National from Jenuary lst, 
1925, to Decombor 50th, 1950, and it wes explained to the 
Commission thet the pamphlct entitlcd "Receipts end Expendi- 
tures, January ist, 1923, to Decomber Gist, 1950" covercd 
the situation so far as the Canadian National Railway System 
was conecrned and that the situation with regard to the 
Hastorn Lincs was covered in 2% scparete pamphict cntitled 
"Hastcrn Lines - Memorandum re Accounting." 

Members of thc Commission expressed 4 dosire to have 
& consolidated statemcnt prepercd showing the increase in 
funded debt of the Cancdien Netional Reilwey System and of 
211 the propcrtics cntrustcd to it for menagomont. This 
statement would then cover the Cenedian National Railway 
System, the Contral Vormont, the Eastcrn Lines, the Canadian 
National (Wcst Indics )Steamships and the Canadian Govern- 
Mont Mercheént Mevino. It was oxplaincd that it would take 
* littlo timo to prepare this statcment, but that the infor- 
faction was available and thet it would be done. 

Thc next point discussed was the income result for 
MAC 9Gri0Gd from January ist, 1925, to Decomber 2st, 1950, 
and members of the Commission again cxpresscd a desire for 2 
Consolidatcd picturo of 211 the propcrtics, preparcd upon she 


besis of cxeluding eny intcrest duc the Govermmont; that is, 


eg 


thet the Government was to be viewed es the proprictor. 

Lord Ashfield, in this conncction, raised the question of 
depreciation on cquipment and some discussion on thet point 
took placc, the view held by the Canadian National being 
that in @ continuing enterprise such as 2 railwey, it was 
dubious as to whether retirement accounting, or depreciation 
accounting was the proper menner of treating the subject. 

It was made clear to the Commission that on the United 
States Lincs, we practice depreciation accounting, but that 
wn the Canadian Lines, we followed the practice cstablished 
by the Board of Railway Commissioncrs and the Dominion 
Bureau of Statistics which omits depreciation as an cpora- 
ting cherge, but docs provide for thc rotirement, through 
operating expenses, of equipment as from time to time is 
determined by the oporcting officers. His Lordship stressed 
the point thet this method did not adequatcly provide for 
obsolescence and when it developed thet the retircments 
chergcd to operating expenses in 1980 wore cstimated at 
$3,851,000 and that the depreciable portion of the cquipment 
investment amountcd to $360,000,000, he pointcd out that at 
thet rate it would teke approximatciy 100 years to retire 
the cquipment. Thc railway company, howcver, feels that 
while rctircement charges in the future may inereasc some~ 
whet on account of the inercascd cost of mits retired, that 
viewing the mattcr in the largc, owing to the very satis- 
factory orcescnt condition of the cquipment, the average age 


Of which is 


freight car cquipment 15.4 years 
pesscngecr n ie 
locomotive ” 274.6 


end furthcr that through the general edditions end better- 


mcnts to the property, which investments have been made from 


Ae 


opéreting expensos, although in reality 2 capital charge, 


but which, owing to the system of accounts edoptcd by the 


Interstatc}/Commerce Commission, the railway is precluded from 
treating @s such, thet no accruels to provide for obsolos- 
cence arce/roquired. Some of Such botterments charged to 
operating expenscs are: 

Instellation of creosotcd ties, 

Improvement in ballast and drainage, 

& considerable portion of tracklaying and 
surfacing in connection with heavier 
reil. 

The Chairman suggested that a statement be prepared showing 
what cfifect cquipment deprecietion would have on the accounts, 
&o perccnt per annum being adoptcd as tho basis of calculation. 

Discussion next turned woon the ostimeatcd doficit 
and financial requirements for the yoer ending December dl, 
19461. In explanation of this item tho financiel budget as 
submitted to Parliament was submitted to thc Commission and 
in &@ ecneral wey changes in that budget necessitated by the 
continuing depression were explained and a revised stctcment 
of financial requirements was also submitted, being the 
latest Gstimete of the totel cash requirements for the year 
1931. After some discussion, the Chairman requested that 
this statement be altered slightly so as to clearly reveal 
the income deficit, refunding expenditures, capital expendi- 
tures and other financial requirements. It was also sug- 
gested that in place of the equipment retirements of 
$3,851,000 thet depreciction at 3 percent por annum be 
inserted. 

The branch line extonsions of the Canadian National 
were then touched upon and it was cxplained to the Commission 


that full financial details in regard to them could be found 


wh 


in the pamphlct "Receipts and Expenditures" under tho itcu 
YJ". The Chairman requested that in addition to this infor- 
mation, a brief statement be submitted with rcgard to the 
reesons for the construction of each of the lines. 

The acquisition of lines wes next discussed and it 
wes explained that financial deteils with regerd thereto 
would also be found in item "J". The Commission questioned 
to wheat extent the acquisition of these lines wes determincd 
eS & mettcr ot policy by the reilway company. The answer 
given was that the technical recommendation in all cases 
came from the railway company;- that with regard to the 
Inverness Railway, the Kent Northern Railway and the Gaspe 
Railways, the acquisitions were not advantagcous to the 
Canadian National and this was known at the time the lincs 
were acquired and that, therefore, motives of public scr- 
Vice entered into tne decision to acquire these lines, as 

distinct from commercial advantages. The Montreal Tram- 
ways line was ecquired as part of the Montreal Terminal 
scheme and was purchescd to furnish the railwey company 
with @ double track line in the east cnd of the city. The 
ecquisition of the Quebec, Montreal and Southern was dic- 
tated by mixed motives. The railway was thought by the 
management to have a strategic value in that it served a 
territory likely to expericnce considcrable industrial 
growth owing to the »resence of cheap water transportation, 
cheap hydro-electric power and a fevourable labour market. 
It also would, when reconstructcd and extended to St. 
Appollinaire, furnish a low grade route from Montreal to the 
Maritimes, thereby avoiding extensive improvement and double 
tracking of the present connection from Ste. Rosalie 


Junction to Levis which othcrwise was secn as necessary in 
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the comparatively ncar futurc. Motives of public policy 

in furnishing more adequate transportation to the communi- 
ties served by thc reilwey also affectcd the decision. The 
acquisition of the St. John and Quebec Railwey wes 2 mettecr 
Of nCz0ti2tion with the Provinec of New Brunswick. The linc 
Hed previous _y oOcen operatcd undcr a lease agrcement and the 
saic rolicved the provines of ccrtain financial charges 
which were trensicrrcd to the Ceneadian Neationcl Reilweys. 

1t was also mentioncd that in the case of all these acqui- 
Sitions, the Government of the day was fully informed of the 
progress of the negotictions. 

The mcxt subject dealt with was a comparison of the 
OoCrating ciiicicney of the Canodian Netional and the Cane- 
Gian Pocitic Rollweys. The question was asked &s to why the 
Overcting ratio of the Canedian Notional wes higher than the 
Operating ratio of the Cansdian facific, or in other words, 
why the Canedian Facific succeeded in showing substantially 
gerceter profits on operating account than the Canadian 
Notional. It was cxplaincd to the Commission thet many 
Tactors cntcrcead into the comparative opcrating results 
Of Ghc tyvo reailways and thet if those be takcn account of, 
whe oncoretions of the Cancdien National wore as cfificiently 
conductcd @s those of the Canadian Pacific. It wes cxpleained 
that eho Canedian cecific Rallweay was built as an integral 
unit, Gach pert being eddcd for 2a designed purposc, whereas 
the Cenedian Nationel was formed from the consolidation of 
DOuUur reliwey syctcms, threo of whieh wore designed for active 
competition with cach other. This situation creeatcd a some- 
whet difficult oocroting problem and in part wes roficctcd 
Oy & lower donsity of traffic on the Cenodian National than 


Om thc Concdian eocitic. [t wes cxplaincd that the oporating 


=< > =- 


G@xpenscs Of & railway word, to & certain oxtent, fixed, 

or independent of the volume of treffic and to @ certé&in 
extent variable with the traffic; that on thin traffie lines 
the proportion to the total cxpenses which was fixed was 
high enc, Gheretore, otner things being cqual, the line with 
the lowcr treific donsity would have & highor opcrating ratio. 
The technical interpretation of this statement was gone into 
at some length and the fcoature of treffic density in itself 
would account for a@pproximately half of the discrepancy be- 
tween the operating ratios of the two systems. It was 
further pointed out that the transvortation problem of the 
Canadian Pacific was comparatively simple in thet they did 
not possess large terminals in the United States, nor were 
their terminals in Eestern industrial Canada so eclaborate 

eas those of the Canedian National, which company had exten- 
Sive terminals at Chicago, Pontiac, Detroit, Port Huron and 
Buffalo in the United States and et Sarnia, Fort Eric, 
Toronto end Montreal in Hastcerm Canada. At the same time it 
Was pointed out as having & bearing upon the comparison, 
thet the averege haul of frcieht on the Canadian Pacific 

was considerably greater than in the case of the Canadian 
National, which fact, together with the complicated terminal 
problem accouted for most of the remaining difference in 
Une operating Featio. Finelly. it might bo pointed out that 
the operating expenses of the Canedian National include pen- 
sions @nd relief, which item is excluded from the Canadian 
eeGitic oOpcreting resulis. [his difference in accounting 
would affect the comparison to the extent of one point of the 
operating ratio, which would almost wholly account for the 
remaining difference. 


The final subject touched on by the Commission was 


m Bre 


tho mattcr of political interforcnes in the dcteil opcrations 
Of the yallwey. 1% was stetod thet while mettcrs of bublic 
POLICY hed dietated the erand GQlivisions of the systcm and 

TO some Cxtcnt aiiccicd casitcl cxoonditurcs, the detail 
oOnporations of the rellway wore singularly free from politi- 
cel interforuncc. Tho meattcr is one which has addéd to the 
task of tho m@ancgemont, in that the managcmoent has beon 
requircd to makc investigations and reports on numcrous 
occasions Gnd to froqucntly justify mancgoriel decisions, 


but thes the sctual opcretions of the vailwey were Little 


affected. 


Western Tour, 
Zn Route Ottawa to Vancouve-, 
Monday, December 7, 1931. 


ORIVATE CONFERENCE 


Mr. A. EB. Warren, General Manager Western Lines, 
joined the party at Winnipeg this morning, accompanied by 
My. H. A. Dixon, Chiel Engineer Western Lines. During the 
afternoon the Commission discussed with them the information 
respecting branch line construction appearing in the state- 
ment of receipts and expenditures provided by the Canadian 
National Management for the information of the Commission. 

With respect to certain items of the 1924-27 pro- 
eramme, Mr. Justice Duff asked whether the provision of 
branch lines had proved an economic investment. Mr. Warren 
replied that it all depended on the volume of business; 
that had business stood up, there vould have been no doubt 
as to she €conomic results. He pointed out that in 1928 
the western lines, extending from the head of the Lakes 
to the Pacific Coast, did a business of orm hundred and two 
millions gross; that the business dropped this year to about 
LTifty-seven tillions gross. 

Referring to Peebvles-South line (Saskatchewan), Mr. 
Warren Stated that, owing to crop failure, they were only 
operating now when the loadings offered justified a train. 
With respect to the Eyre-Acadia Valley line, (Alberta), a 
study is now being made by the railway management to see 
whether the project could not be abandoned. The Loverna- 
Westerly ( Alberta), had been built largely at the request 


of the provincial govermment; it did not pay, owing to crop 
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failure, and part of it has not been ballasted. 

Mr. Warren agreed to secure for Mr. Beaudry 
Leman a statement of the mileage built north of the old 
Canadian Northern line by the Canadian Pacific Railway dur- 
ing the last six or seven years. He stated offhand that 
north of the Canadian Northern, now the Canadian National, 
the Canadian Pacific had built 1,041 miles, and the two 
roads nad joint running rights over 236 miles, 1,276 all 
told. From 1924 to date, the Canadian National had built 
Bo<2.6 miles, and had joint running rights over 76 miles. 

Sir Joseph Flavelle asked whether this penetration 
by the Canadian Pacific Railway had been a matter of agree- 
ment between the two companies, or whether it represented 
independent action on the part of the Canadian Pacific. Had 
the Canadian National objected before the railway committee. 

Mr, Warren replied that, generally speaking, they 
would object to everything of that nature before the Railway 
committee. 

Sir Joseph Flavelle asked why this penetration was 
considered necessary. Mr. Warren replied that the only an- 
swer no doubt was that the Canadian Pacific was reaching out 
for more traftic., Fossibly they might also have had some 
jands of their own in the coveted territory. Nr. Dixon 
added that most of the lines referred to would be at least 
twenty miles or farther apart. 

Mr. Beaudry Leman asked if they would consider them 
as competitive in that case. Mr. Warren stated that there 
was this to be said, that the new lines would develop new 
territory and make it easier for the settlers to ship their 
crops. Mr. Leman asked whether Mr. Warren could say what 


proportion of these competing lines could be regarded as 
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serving the same territory, and what proportion would not 
be atrictly competitive. Mr. Warren was not prepared to 
say what of this construction might be considered as un- 
warranted. There might be particular advantages t» the 
country with respect to some of these lines. He assured 
the Commission that the penetration, so far as the Canadian 
National is concerned, was effected with "soft shoes." There 
had been no trampling on its competitors with steel shoes. 
Lord Ashfield asked how much of this mileage would 
have been constructed, supposing there had been a unified 
system of railways in that particular territory during these 
years. Mr. Warren replied that a great Geal of the exten- 
sions by the Canadian Pacific was in territory so far re- 
moved from Canadian National's sphere of operation that he 
was not ina position to answer. He stated that one Cana- 
dian Pacific extension (Lloydminster) had taken 7,000,000 
bushels of grain ver annum from the Canadian National lines. 
Lord Ashfield asked whether, in the event of a truce 
or standstill agreement with the Canadian Pacific, Mr. Warren 
would consider the construction of any particular branch line 
programme within the next ten years. Mr. Warren replied that 
that would depend upon the influx of settiers. iif from 
400,000 to 200,000 immigrants came into the western country 
each year and went on to the land, railway lines would have 
to be orovided for them. In that cage, Lord Ashfield re- 
plied that somebody would have to pay, and he askea who 
would pay: 
| ‘Mr. Dixon stated that it was estimated that in the 
three provinces f Manitoba, Saskatchewan and Alberta, there 
were 215,000,000 acres of arable land; 90,000,000 of that 
was farms, and 67,000,000 under Gultivation, leaving 


120,000,000 acres stil’ available for settlement. 
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Sir Joseph Plavelle asked Mr. Warren what remediss 
he might be prepared to suggest in the light of his exver- 
lence for the purpose of getting out of the present mess. 
Mr. Warren replied that in 1928 the railways felt they were, 
if mot over the ton, at least riding towards it. Sax 
Joseph stated that he supposed the railways fell into the 
same error that other people did, and spent more than they 
should have, because they hoped it would be justified. He 
asked whether that was the reason they had accelerated their 
three-year branch line vrogranme arrangement by bringing one 
in i> 1929, the rear before the 1927 three-year programme had 
been completec. 

Mr. Dixon stated that the acceleration had been due 
to the demand of outlying Centres to buiid branch lines, and 
Cheat demand wes in turn a Go the immensity of the 1912 
o. : _ 

Sir 2.seph Plave lie asked how far there might have 
been politicel pressure. Mr. Warren replied that, so {ar 
as they Kore eoncerned in western Canada, they could not 
answer. they dealt only with their executive; beyond that 
they hac no knowledge. 

Sir Joseph Pliavelle asked what would be the cir- 
euistences Wiic weala compel the railway to kring in their 
1929 programme before the expiry of the agreed three-year 
period, and after the time every one knew that things were 
going wrong. ™) that auestion Mr. Warren made no renly. 

Wie. Webster asked whether the use of motor trucks 
for hauling grain to the railways would make a difference 
in the buliding orogramme of the railway. Was any of tnat 
being dene now. Mr, Warren replied that a great deal o- 


it was being done in western Canada. Trucks hauling the 
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crop from United States points would work north in fleets, 
contrret the work from the farmer, and undertake this work. 
However, it could only be done up to certain distances. Other-~ 
wise the farmer was not going to get anything for his grain. 

Mr. Dixon instanced that in the dry belt of Alberta 
the charge was half a cent per bushel per mile Zor hauling 
wheat, or ten cents a bushel on a twenty-mile haul. DY. 
Murray remarked that the charge was almost as much as the 
cost to ship to the head of the lakes by rail. Mr. Dixon 
added that in some localities the charge was three-quarter 
cent per bushel per mile. 

Sir Joseph Flavelle asked whether grain was stiil 
being hauled by wagon. Mr, Warren replied that in many 
cases the west was now enjoying hard surfaced roads, Seventy 
million dollars had been spent during the last five years »* 
the three prairie provinces on road construction and main- 
tenance. 

Sir Joseph Flavelle asked how this had been finan- 
ced. Mr. Warren replied that some of it had not been com- 
pletely financed yet. 

Sir Joseph Flavelle asked whether cognizance was 
being taken of the motor truck in the study the railway was 
making. Mr. Warren replied that the trucks were not com- 
peting with the railway, but were only bringing the grain to 
the railway. 

Sir Joseph Flavelle asked whether that would be a 
factor affecting further construction of branch lines. Nr. 
Warren replied that no one could get him to reconmend a single 
branch line at the present time. The railway would have to 


wait until they could see the sun again. 


Mr. Loree asked whether Mr. Warren looked upon the 


trucks as a permanent thing. Mr. Warren expressed his be-- 
lief that the trucks would be permanent until there would be 
some system of government regulation that would deal with them 
on a basis that would be equitable. He mentioned that all 
the provincial governments of the west are to hold a general 
meeting some time during the next few weeks in order that 
the railways may put before them their case in regard to buses 
and trucks, after which they will endeavour to provide re- 
gulations to apply to the western provinces. As to meeting 
competition, they could only cut down their passenger ser-~ 
vice, and this they were doing. The railways were always 
looked to to handle business when other sources failed, as 
was often the case during the winter season. Buses and 
trucks should, in his opinion, be placed on the same basis 
as the railways, and pay their proportion of what might be 
Called the right of way. Mr. Loree asked if any bus lines 
were paying dividends. Mr, Warren answered that they ran 
until they went broke, and then somebody else took over the 
equipment and the competition bobbed up again. Mr. Loree 
stetee that the same thing happened in the United States, 
but expressed the view that he did not think the trucks were 
going to be in evidence for many years longer. 

Mr. Justice Duff asked Mr. Warren to ascertain how 
much traffic the railway was getting as a result of the 
$2,500,000 spent on the Kamloops-Kelowna-Lumby branch, and 
Mr. Warren agreed to get out a statement. Sir Joseph Fla- 
velle asked whether similar information could not be brought 
down with regard to all branch lines which had been com- 
pleted and placed in operation. He asked what the general 


result was from the earning standpoint. 
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Mr. Warren - Red ink undovbtediy. 


Sir Joseph FPlavelle asked whether they brought a 


considerable volume of business to the main line. Ne. Nari s 


replied that they brought a certain amount, but it wovid have 


to be borne in mind with respect to these branches chat the 
West hed had a crop 9f only 225,070,000 bushels, against a 
normal crop of 400,000,000 bushels, and a 500,000,000 cron 
an i928, With an average crop next year, he felt Shat the 
result would be satisfactory. Sir Josenh Flavelle asked 
whether western lines in red ink in normal years would set 
out red in that case. lip. Warren atated that. under con- 
Gitions prevailing in 1928, the branch lines construc sion 
would be warranted. Sir Joseph asked in what pnart of the 
western lines the shrinkage of $50,000,000 had occurred, 
Mr. Warren replied that north of the Saskatchewan river the 
results had not been bad, but everything south of the wiver 
could only be describec as from fair to bad. then agiin, 
the lumber industry in British Columbia also had not been 2 


good shape, 


bir Joseph askec what percentage of the business wes 


of Winnipey would be grain. Mr. Warren replied that 45 per 


cent would be, and the rest wovld be generel merchandise, 
coal and lumber. The movement of coai was decreasing on 
account of general financial conditions. 

Mr. Leman asked whether the two logging roads in 


British Columbia, Cowichan Bay and Vancouver Island line, 


would have been built under oresent conditions. Ni. Yooper 


stated that personally he would nave left that construction 
alone. However, he did not know how much pressure 120 
brought to bear. Mr, Lemam asked wnet pressure. Me 


Warren replied that there was always pressures when you had 


‘ 
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dicker with provincial governments. Sir Joseph Flavelle 
asked whether the question of interest on construction and 
fixed charges entered into branch lines recommendations, 

Mr, Warren - absolutely. 

In response to further questions, he went on to 
state that the operating officials were responsible only for 
operating efficiency, and were not concerned with financial 
results. He added that a fourteen per cent earning on the 
capital structure was necessary for proper results. 

Mr. Warren remarked that many of the difficulties 
of the Canadian National had been inherited, and were the 
result of arrangements made before the Canadian National 
organization was established. Sir Joseph Flavelle asked 
him whether they had built branch lines after they had been 
recommended against by the management. 

Nr. Warren - No. 

sir Joserch Flavelle - When you spoke of pressure 


& little while ago, you spoke of provincial government 


ip, Warren replied thut he had more particularly in 
mind petitions from farmers' organizations and public bodies. 

Lord Ashfield asked whether Mr. Warren considered 
rates too low. Mr. Warren replied that he would like to 
think the question over; he did not wish to give any snap 
judgment. Lord Ashfield replied that of course rates could 
only be such as the traffic would bear. Mr. Warren stated 
that, compared with the rates across the line to the south, 
the Canadian railvays were certainly entitled to some increase, 
but he questioned whether the country would ecand [or 15. 

Wir, Justice Duff asked whether the Canadian Nation- 
al would build to Prince Rupert if they had it to do over again. 


$ 


Mr, Warren stated that personally he would not put any money 
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into such a project. 

Lord Ashfield asked as to the possible closing out of 
certain branch lines. Mr. Warren replied that some could be 
ciosed, bub it did not necessarily mean that they would be. 
Such matters were dealt with by the Board of Railway Commiss- 
AOners. 

Lord Ashfield asked Mr. Warren for suggestions as to 
how economies might be effected in the operation of the rail- 
ways in western Canada. He asked Mr. Warren to consider the 
matter as though he had full control of all the railways in 
that area, and at the same time recognizing his responsibility 
to the public. Any aid that Mr. Warren could give them in 
that respect would be very helpful to the Commission. Mr. 
Warren said inet he would think over what services might be 
eliminated, and what might be coordinated, and give the Com- 


mission the benefit of his views later. 
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Western Tour, 
En Route, Ottawa to Vancouver, 
Tuesday, December 8,1¢51. 


PRIVATE CONFERENCE 


This afternoon the Commission askec Mr. S. W. 
Fairweather, Director of the Bureau of Economics, Canadian 
National Railways, who is accompanying the Commission as 
Sir Henry Thornton's personal representative, to give the 
Commissioners the benefit of the study he had made of 
the possible economies which might be expected to result 
from a consolidation of the Canadian Pacific and Canadian 
National Railway systems, Myr. Fairweather state: that 
he had prepared a somewhat extensive report in the matter 
for Sir Henry Thornton as late as November 27th last. 

Mr, Fairweather stated that the economies which : 
could be foreseen as a nous of consolidation were un-~ 
doubtedly large, but a be effected by the resol- 
ute facing of a situation which required sacrifices both 
individually and collectively as. if it is to reach large 
pecpo tions, it would involve drastic abandonments of 
line, reduction in quantity and quality of service, 
particularly passenger service, anc a considerable dis- 
turbance of the railway labour and material mariet. 
Canada would also have to be prepared to accept the risk 
attendant upon monopoly, the possibility of inadequate 
service, of inefficiency, of careleseness, and of 
bol tsonl difficulties arising from the creation of a 
large group with a common interest. 

Mr. Fairweather divided the possible economies under 
eleven headings, using as a basis the reported accounts 


and statistics of the Canadian National and Canadian 
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Pacific Railways, supported by special information wher? 
necessary. On the low volume of 1951 traffic the anti- 
cipated economy from consolidation at present level of 
prices and wages was estimated at $49,000,000 per year, to 
be realized only after a period of adjustment tentatively 
set at five years. 

On the basis of normal traffic, substantially 50 
per cent above the traffic of 1931, the anticipated 
economy from the consolidation was estimated at fifty- 
five million dollars per year. in addition to this 
improved financial results arising from readjustment of 
traffic and of overating conditions,there would te a 
constructive betterment arising from the release of 
materials and equipment which would greatly reduce capi- 
tal requirements for a period of years. The capital 
value of this released material, allowing for salvage 
costs, would be $48,000,000, interest upon which at 3 
per cent amounts to #1,500,000 per year. This estimat- 
ed saving was divided among she following services in the 
proportions indicated. 


basis Normal Traffic 
1951 Traftilic basis 


General Overhead Expenses %$ 1,020,000 $ 1,020,000 
Readjustment of tariffs 


and traffic 5,870,000 7 090,000 
Traffic solicitation and 
advertising 5,800,000 6.800 ,000 
Operating economies, 
freight & passenger 25,800,000 30,470,000 
Purchases and stores 2,000,000 2,200,000 
Accountancy & statistics 500 ,O00 900 , OOO 
Hotels 4,500,000 4,500,000 
Express 500,000 S00 , 000 
Telegraphs 600, 000 700,000 
Other subsidiaries 700 ,Q0O0 809,000 
Total p48 , 840,000 $54,940,000 
onomic value of reieased 
a material 1,000,000 1,500,000 


Grand total 50,340,000 $56,440,000 
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Mr. Fairweather proceeded to examine these estimated 
economies in order, subdividing general overhead expenses 
into directors! fees and expenses, general officers! pay 
and expenses, clerks and attendants, office rent, and 
office supply. He stated the main directorate of the 
Canadian National Railways consisted of 17 men drawing 
approximately $44,000 a year in fees and expenses. The 
Canadian Pacific main directorate consists of 17 men, bar 
the extent of their fees and expenses was not available. 
There were in addition in both organizations, directors 
of subsidiary companies,the fees and expenses of which in 
the case of Canadian National did not amount to more than 
$4,000 per annum. Mr. Fairweather estimated that a con- 
solidated directorate would effect a saving of approximate- 
ly $50,000 per year. 

Under general officers pay and expenses Mr. Fair- 
weather grouped the President, Vice-~Presidents, Secretary, 
Registrar, Treasurer and the system technical advisory 
staff. Altogether there appear to be 32 positions in whi.ch 
there is a duplication of functions, and were it not for 
the fact that the consolidation would create a system of 
such magnitude as to be almost unwieldy, one-half of these 
duplicating positions might be abandonede The estimated 
saving in salary and expense would, in that event, approx~ 
imate $600,000. However, so unwieldy would be the con- 
solidated system that in all probability it would be 
necessary to retain some of the apparently duplicating 
positions, or alternatively to raise the standard of the 
positions and supplement it with subordinate technical 
atafis. It might be desirable to departmentalize the 


general executive control insteac of centralize it under 
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a single President. A natural subdivision would be legal 
and finance on the one hand and operation and traffic on 
the other, or again on operation, a subdivision of the 
general operating authority might be made into matters of 
current operation on the one hand, and budgeting and plann- 
ing on the other. Having regard to these considerations 
it was not anticipated that the net economies would exceed 
60 per cent of those indicated by apparent duplication. 
This would amount to $350,000 per year. 

Under clerks and attendants were grouped subordinate 
technical assistants, heads of system sub-departments and 
clerks. The combined expense of the two railways under 
that head now amounts to about $5,500,000 per year. Having 
regard to the expectation of a lessened total operating 
expense, amounting to possibly $30,000,000 per year with 
consequent reduction in supervision,it was anticipated that 
economies under this heading would amount to approximately 
»000,CO00. 

Office rent and office supply for headquarter staff 
were regarded as minor items. The saving on the [first was 
estimated at $20,000 per year on the basis of $1 per square 
foot. Office supply, it was thought, might be cut from 
$255,000 per year to $155,000. 

Under readjustment of tariffs and traffic, Mr. 
Fairweather discussed the effect of consolidation upon 
traffic in so far as such readjustment would affect the 
revenue accounts. Mr. Fairweather referred to a number 
of exhibits dealing with re-routing of foreign interchange 
traffic to lengthen system haul. These readjustments it 


was estimated would increase the freight revemes by 
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$6,570,000. This increased gross revenue would, of course, 
carry increased operating exvenses. These on a direct 
out-of-pocket basis were estimated to amount to $3,250,000 
for both freight and passengers, leaving an increase in the 
system net of $3,320,000. 

Allied to the re-routing of foreign interchange traff- 
dc WAS the question of readjusvment of interline division. 
The volume of traffic interchanged by the Canadian Pacific 
and Canadian National railways with United States roads, 
other than their own subsidiaries amount to approximately 
$50,000,000. It was anticipated that, automatically, the 
basis of division could be readjustea to yield an inerease 
of approximately 5 per cent, which would amount to 
$2,500,000 ver year. 

Other economies considered possible were the can- 
cellation of all agreements with carloead consolidating 
companies. Under unified ovceration the competitive in- 
centive to the practice of consolidating L.C.L. shipments 
would be removed with an estimesed beneficial effect upon 
net income of $100,000. The necessary revision of Cana- 
dian National and Canadian Pacific interline rate structure, 
@ debit item resulting from consolidating, would amount to 
about $250,000 a year. Then there was traffic lcss by 
line abandonments or reduced services to be considered. 

The approximate station earnings on lines recommended for 
abandonment amounted to $2,950,000 ver year. The amount 

of that treffic wiich would be totally loss was estimated at 
@250,000. 

Traffic solicitation and advertising was next con- 
sidered. Superintendence cf traffic esaff cost the swo 


railways avproxi:.ately $3,500,000 ner year. It was estimat- 
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ed that this item could be reduced by 40 ner cent, result-~ 
ing in an economy of $1,400,000. Traffic soliciting agen- 
cies cost the two railway companies $8,200,000. A com- 
bination of these activities presently competing with one 
another would effect an economy estimated at $3,000,000 per 
year. What was said of agencies was even more true of 
aovertising inclucing for the ourpose of this study the cost 
of radio. The combined expense of the two railways under 
that head amounted to $4,800,000 and anticipated economies 
to $2,000,000 per year. On traffic associations costing 
$250,000, $100,000 might be saved; on industrial and colon- 
ization activities, the expense of which amounted tc 
$800,000 per year, an economy of $500,000 might be expect- 
ed. 

Under the general heading economies, freight and 
passengers, about half of the ¢stimatec saving of $50,000,000 
Was set up. The saving on regional supervision was estimat- 
ed at $200,000 per year, supervisory district economies at 
$350,000 per year, and distric: supervision at $600 0004 

ane abandonment of 988 miles of main line Was con~ 
sidered possible together with 1,055 miles ef duplicating 
branch lines and 249 thin traffic lines, a total of 2,212 
miles. The economy to ve anticipated from these abandon~ 
ments was eatimated at $5,750,000 per year and consisting 
mostly of that portion of the maintenance of way and 
structures which is independent of use, together with the 
cost of skeleton train service on thin traffic linss:. 

The re-routing of main line traffic as 4 result of 
consolidation presented some possibility of evonomy, but 
generally speaking the analysis of comparative operating 


i 3 j to 
conditions showed that no considerable out of line haul 
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GUne Mein tine ol Glther railway could be justified by im- 
proved Operating conditions on the alternative main line. 
The chief opportunities for economies under that heading 
were: 
Use of C.N.u. as freight line, sikamioops to Vancouver. 
Routing of traffic from northern Alberta and Saskatche- 
wan to and from Vancouver via Yellowhead Pass, C.N.R. 


Reduction of branch line haul to main line in western 
Cansda. 


Reclassification of main line. 
- The total anticlpated economy under these several 
heads amounts to 1,500,000. 

Increuse in car loading by 5 per cent was felt to 
be possible and in that way it was estimated that on the 
basis of 1931 business an economy of $4,000,000 a year might 
be ellectec. the loacing of locomotives closer to their 
potential capacity would permit of increased train loading 
and if an improvement of 5S per cent could be achieved a 
reduction in overating expenses on the basis of 1951 traf- 
fic might be expected amounting to $2,200,000. 

There was an opportunity for economy in the opera- 
tion of large freieht terminals. These exist at St.John, 
N.B., Quebec, Montreal, Ottawa, Toronto, Hamilton, London, 
Windsor, Port Arthur, Fort William, Winnipeg, Regina, 
Saskatoon, Edmonton, Calgary and Vancouver. The total yearly 
cost of overation of these freight terminals by the two rail- 
ways aporoximates $30,000,000. It was anticipated that 
about $2,000,000 per year could be saved without addaition- 
al capital expenditure. It wes pointed out that the 
modernizing of freight termi:als would be a very remunera- 


tive fielc for added capital, ten or fifteen million 
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dollars expended for ea facilities for the consolida- 
ted system would yield a return of at least 20 per cent per 
annum. 

The Canadian National and the Canadian Pacific Railways 
have each a number of locomotive and car shops, the Canadian 
National twelve shops employing normally 12,296 men and the 
Canadian Pacific nine shops employing normally 10,551 men. 
Canadian shops could be concentrated at Montreal, Winnipeg 
and Calgary, with an increase of efficiency. This would 
involve the closing of shops at other points with conse- 
quent reduction in overhead expenses and a reduction of 
repair costs by full application of mass production, with 


an attendant economy of $4,000,000 per year. 


Under consolidated operation drastic cuts could be 
made in inter-city and transemtintental passenger service. 
The travelling public would suffer some inconvenience but 
it was anticipated that 3,600,000 passenger train miles 
could be eliminated without reducing to any considerable 
degree the effectiveness of the railway service. This 
reduction in train mileage would represent an economy of 
$4,500,000 per year. This amount would have to be dis- 
counted somewhat in view otf the drastic cuts already made 
in C.N.R. train service. Further possibilities mi ght 
exist in the substitution of unit cars for steam trains, 
but that could not be accomplished without considerable 
capital expenditure. 

There are 249 points in Canada common to both the 
Canadian Pacific and Canadian National railways; of those 
points 29 are joint stations. The balance represent 


opportunities for unification and consolidation. Of this 
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number the larger points are, Montreal, Smiths Falls, 

North Say, Gemiilvon, London, Winnipeg, fort William, Port 
Arthur, Saskatoon, Edmonton, Calgary, Vancouver, Victoria, 
B.C, Considerable economy could be effected at both 
points by joint operation, but in the majority of cases 
that would lead to large capital expenditures, and each 
case would require careful study. it should be possibhe 
however to consolidate without very large expenditures at 
Hamilton, London, Saskatoon, Calgary and Edmonton, and the 
economies resulting therefrom would amount to approximately 
$200,000; at the remaining 235 points where there are two 
stations, it would not be feasible in many cases t» make 
the track rearrangement necessary to consolidate all 

train movements into one station, but it should be possible 
to consolidate into one station all ticketing and billing 
and reduce the use of the remaining station to the bare 
essentials for the accommodation of traffic. In that 
manner immediate economy of approximately $450,000 could 
be effected, which, combined with the $200,000 ,would 
represent an annual saving of $650,000. 

Luxury services have been encouraged by the spirit of 
competition. This had taken the form of expensive equip- 
ment, the practical neglect of upper berths in sleepers 
and the provision of very high class dining service. 

This latter item alone cost the railway $4,700,000 in 
1930, offset by receipts of $3,000,000. Hither rates 
should be obtained commensurate with the value of service 
rendered or the service could be reduced commonsurate with 
the amount paid. In either case a net economy of about 
&2 000,000 per year might be anticipated. 


A stricter supervision of loss and damage claims 
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and the elimination of the competitive factor in making 
settlements should effect substantial economies, amounting 
to possibly $100,000. 

Under purchases and stores an economy of %2,500,000 
was conceivable. Materials and supplies account for the 
two railways approximates $67,000,000 and after a period of 
adjustment there would seem no good reason why this should 
not be reduced by $15,000,000. (fie out of pocket cost of 
carrying these materials, having regard to interest, ware- 
MOusing and depreciation, would not be far short of 9 per 
cent ver annum, and on this basis an economy of $1,500,000 
was indicated. 

The vossession of a virtual monopoly in railway: 
transportation would vractically eliminate the pressure 
placed upon the railways to consider traffic in placing 
orders. The material purchases of the two railways in 
1930 approximated $140,000,000 and it was anticipated that 
an economy of one half of one per cent would be possible, 
or $700,000 per year. 

The printing and stationery expenses of the two 
railways in 1930 was $2,500,000. Based on the results 
obtained by standardization and budgeting on the Canadian 
National it was anticipated that an economy of $300,000 per 
year could be effected as a result of consolidation. Sub- 
stantial economies might be effected in accounting and 
statistical work. In addition, if occasion were taken to 
simplify the financial structure of the Canadian National 
and to centralize the accounting organization further, 
large economies would be possible, the whole estimated at 


€500,000. 


j i Ce : i i allways 
Te Canadian National and Canadian Pacific railway 
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own 20 hotels and 12 summer resorts. In addition they are 
financially interested in a number of other hotels and re- 
sort enterprises. in the former case the hotels and re- 
sorts are operated as departments of the railways. In the 
latter case they are separately operated. The investment 
in hotels and resorts approximates $95,000,000, and the 
investments in affiliated properties approximates $8,000,000. 
It could not be said that these hotel ventures had been pro- 
fitable in themselves however necessary they may have 
Bopeared [rom the point of view of larger policy. In 
dealing with this situation under consolidated conditions 
it was quite vossible that the most desirable procedure 
would be to dispose of the hotel properties to a private 
syndicate at the best price they would fetch. Under con- 
solidated conditions the chief competitive incentive for 
operation of hotels by the railways would be gone. In 
negotiating a sale to a syndicate the capital investment 
would necessarily have to be scaled down somewhat to ensure 
profitable operation and a considerable degree of the rail- 
ways equity would have to be in the form of common stock, 

A tentative financial set up was given by Mr. Fairweather 


as follows: 


Security Total amount Rly Portion 
lst Mortgage bonds $ 45,000,000 $ 45,000,000 
2nd Mortgage bonds 20,000,000 12,900,000 
Preferred stock 15,000 , 000 5,000,000 
Common stock, 500,000 shares No par value — 200,000 


Mr, Fairweather felt that the liquidation of the 
bonds should not present serious difficulty once the present 
depression is ended and might be expected to yield at 


least $50,000,000 in cash, which might be further enlarged 
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by sales of the preferred and common stock later. At best, 
capital invested in hotels does not yield more than one per 
cent; on the other hand invested in remunerative improve- 
ments to the railway system it should earn at least 9 per 
cent. The difference represented a net economy of 
$4,600,000 ver year. 

Hach railway company operates an express service on 
its Canadian lines. Economies as a result of operation 
would largely consist of curtailment of supervision and 
general overhead, consolidation of outside agencies or 
Offices in the larger centres, and of station services in 
the smaller centres. Estimated economy, $500 ,000 per year. 

The commercial telegraph operation of the two 
systems is somewhat similar to the express. Consolida- 
tion economies amounting to $600,000 per year might be 
anticipated. 

Both railway companies carry on miscelleneous opera- 
tions such as warehouses, terminal trucking companies, coal 
mines, coastal steamshios, etc. It was suggested that 
there was a field there for considerable economy, estimated 
at $200,000 per year by the operations of the Rail and River 
Coal Company to provide for the requirements of both railways 
and of $500,000 per year on lake and coastal steamship 
account. 

The abandonments of line, the curtailing of train 
service, the improvement of train verformance and the con- 
solidation of shop operation would release large quanti-~ 
ties of track and bridge material and would result in a 
considerable surplus of freight and passenger cars, loco~ 
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motives and shop machinery. It is not anticipated that 
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surplus stocks could be disposed of for cash, but this 
surplus of material would have a value equivalent to a 
large sum of money annually because it could be used to 
defer investment of new funds in capital expenditure. A 
classified estimate of the released material indicated a 
total value, less salvage, of $48,000,000. Even allowing 
for warehousing expense and depreciation until put to active 
use, this capital should have a net value of $1,500,000 
per year. 
Mr, Halrweather statec that che actual working out of 
& programme ol consolidation would require the employment 
of the technical staffs of both railways for a number of 
years before the opporturities would be exhausted. The 
conelusions arrived at were largely drawn from the exper~ 
jence tained in the consolidation of the properties of 
the Canadian National system, and in this connection it 
was mentionea that the Canadian National problem was dealt 
with under the stimulus of competitive conditions, Whether 
with this incentive lecking the economy referred to could be 
effected was to a certain degree questionable. The pro- 
gramme was predicated upon a docile or practically helpless 
public and an equally docile or helpless staff of employees. 
In conclusion Mr. Fairweather dwelt on the cleansing 
benefits of competition which he held to be absolutely 
essential to efficient operation. He honestly felt per- 
sonally that with the principle of competition lacking a 
proper esprit de corps as symbolized in Canadian National 
Railway and Canadian Pacific Railwa” management could not 
be secured. He spoke also of the benefit to the shivper 
Dy the joint use of freight terminals, stating bnat in 


1923 when the Canedian National management was being estab- 


lished the Canadian Pacific was approached with a view to 
Consolidating freight terminals with Joint switching facili- 
ties so that shippers might be free to ship their goods any 
way they pleased inside Canada, but nothing came of it. 

Asked how much might have been saved by such an 
arrangement, “Mr. Bairweather replied that it would amount 
to about $2,000,000 per year. He felt that 25 per cent 
might be earned on any capital up to 615,000,009. 17 the 
shippers throughout Canada were free to ship their coods 
with the knowledge that they were getting the best railway 
service possible, each railway retaining the long haul as 
far as possible, the increased frsecom of buying ani selling 
and the location of plants would be of decided advantage to 
the country and, since the life blood of the country flows 
through she railways it could not help but de beneficial 
to the railways. 

Mr. Fairweather spoke also of the advantages of the 
use of the blanket way bill as between the Canadian Pacific 
and the Canadian National railways by means of which C-P.h. 
train loads originating in the Peace River country could, 
under a blanket wav bill arrangement, oe diverted towards 
Vancouver at Edmonton instead of being carried down to 
Calgary. Under that arrangement also Canadian National 
business in the Calgary district could be sent forvard %o 


Vancouver via the Canadian Pacific by way of Calgary instead 


of being long haulec by way of Edmonton. Such an arrange~ 
ment would be very useful during periods of congested 
traffic and it would defer certain capital expenditures 

for at least twenty years.  4t was in part with this ex- 
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pectation in mind that the @uebec, Montreal and Southern 
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had been acquired to be used as a low grade alternative 
route to the present intercolonial line in that area. In 


that case, however, there had been other considerations 


also. 
Mr. Loree questioned Mr. lairweather as to the 
possibility of an exoort rate based on Albany. He stated 


that if the Board of Railway Commissioners agreed to that 
proposal, which was doubtful, the same rate would be de- 
manded through tre port of St. John. In any event there 
were national considerations involved. Personally, if 
and when they got the sort established at Albany, it was 
his opinion that Albany would be the trus winber port of 
Canada from the point of view of economics, but from the 
point of view of nationalism, which was the curse of our 
present civilization, the use of that port by Canada was 


not feasible. 


scsaucrn Tour, 
En Routc, Otteawa-Vencouvor, 
Puoecey, DceGmocr &S, 1961. 


PRIVATE CONFERENCE 


Following his presentation of the cconomic dossi- 
bilitics of Gonsolidc:tion of the Can: dian National end the 
Canedian Pacific propcrtius 2nd scrviccos, Mr. Fairwcather 
roed to the Commissioners thc following study he had made 
for Sir Henry Thornton, about Novembcr 50th last, of the 
possibiiitics of sboverative usc of facilitics as bctvocn 
thc to Gompenics. At the conclusion of his payor, Mr. 
Pairwcather expressed the belic® that cconomies of at Least 
$55,000,000 (out of © totel combincd cxpcnditurc of 
©650,000,000 } could be achieved, while &t the samc time, 
preserving & hcloful mcasure of compctition. Mr. Feir- 
weether's pepcr follows:- 

Mne Canedicn railwey problom, serious @&s 1% S&ppcers, 

should bé vicwcod in thc oyopcy norspectivc. Despite 

toc troubl¢s which orescntly afflict them, the railweys 
of Comede continuc nov, @s in the past, to furnish trans- 
portetion es low in cost @nd as high in guelity as any- 
where in thc world. his record, when viewed in the per- 
sxective ot low treffic donsity, as well es climatic end 
economic handicaps, indicates that there can be little 
wrong with them in an orgenic sense. Canada is a country 
of maenificent distances. Cheap transportation is @ 
vital requiremcnt, and Canada enjoys at the present time 
wractically the cheapest way of transportetion in the 
world. The fact thet railwey retes feil to adequately 


erovide for intsrest on invested capitel in these 
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abnormal timos is @ situation common to practically all 
reilways on this continent, and is not at 211 peculiar 
to Cancds. The further fect thet the cenitel structure 
of the Cenedian Netionel Railways has cmbalmed within 
44 @ll tho mistekcs o1 prior man ecmonts, which, in the 
norme2l course of cvents, could have becn sloughed off by 
reecivcrships, es has beun done in other countrics, 
seriously distorts the finencial results, and therefore 
orcesents & false picture of the operations. 

Phe chicf fectors in the present reilwey problem of 

encode Grei= 
(a) The present world-wide depression. 


(bo) Too great an oxpansion of railway construction 
in recent yoers. 


(c) The prescenee of subsidized colanctitive water 
trens ort. 

(d) The growing importence of highwey trensoort and 
Lts 4condcncy towerds uncconomic competition 
With toc roilweys. 


(c) An ovGr emphasis upon the quality of passenger 
end howcl scrviccs. 


(f) An archeic rete structurc complicated with 
Stictutory f1xed raucs. 


The oressurc vexertod by the present long continucd 
end world-wide dcorcssion has served to bring forcibly 
to attention the weakness of Canadian reilweys. Their 
strength in continuing to furnish adequate and extremely 
chten transoorteation is 2pt to be overlooked. This is & 
basic £2c¢ of which a11 Cancdiens should be proud. It 
is, however, truc that reilwey trensport in Canada Acs 
been medc morc Gxpunsive than neccessary by =@ too rapid 
expansion of failwey bullding, in somo cases directly 
compctitive, and by unwise compctition in passenger 


treaiftic hotel servicvs, which ere notoriously unprofitable. 
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In tho present cconomic crisis, it is doubly 
necessary that Cenedea should keep her basic transpor- 
tation costs to 2 minimum, and there is, therefore, 
good justificationfor examining the present situation to 
see what can be eccomplished. The capital invested in 
railway construction end facilities must be vicwed as 
fixed. The money has bcen spent, ane it cannot be re- 
called, and therefore attention should be directed to 
ensuring the maximum of operating economy. On this 
score, consolidation of the Canadian National and Cana- 
dian Pacific Railways into ono operating unit would, on 
the surface, appear to be the best way of accomplishing 
this, since at one stroke all forms of wasteful com- 
petition would be immediately climinated. A preliminary 
study hes been made of the full cffect of consolidation, 
and 16 @ppears as if e@ saving of fifty millions of dollars 
per year might be accomplished. This is a lerge sun, 
but again it is well to view it in the perspective of 
the whole problem. 

The totel cost of rail trensportation in Canada is 
200u% five hundred million dollars per year, and the »er- 
spective saving is, therefore, ten per cent, but the 
Goual transoorteation bill of Canede, including railway, 
roed and water transport, is close to one billion, 
seven hundrdd and fifty million dollars per year, and 
viewed in this perspective, the fifty million dollars 
per yoar on railway trensportetion account is less than 
GhreGo per cont. It might well be esked whether for an 
economy of three per cent of Canada's transport bill, 
1t would be desirable to place the destiny of the reil- 


weys in the hands of & monopoly with the attendant danger 


of inctficioncy, lack of initiative, and "the public be 
damned" attitude, which would neturally follow, and 
when to this is added the danger of creating a large 
body of electors with a common interest, it is quite 
probable that greater problems would be created than 
those which would be solved. 

On the other hand, it would appear as if the major 
factor which has produced such adequate and low cost 
transportation in Canada has arisen from the competition 
between the Yaiiway systems, Canada is unique among the 
countries of the world in having two interlacing railway 
systems serving competitively every important centre in 
the country. Caneda has enjoyed the full measure of the 
benefits of competition, and if on the passenger and 
hotel side it has led to unwise expenditure with empha- 
sis upon luxurious service, it is none the less true 
that on the freight traffic side it has provided a high 
standard of service at extremely low cost. 

The most logical solution of the problem would be 
to preserve the spirit of competition in the field where 
it has proved so effective and to eliminate it in the 
field where it has wroved pernicious. Add to this 
general principle the cooperative use of facilities 
where competition is not disturbed and costs can be re- 
duced, and the result will be thet practically all of 
the benetits of consolidation will have been achieved, 
without the risks attendant upon monopoly. These prin- 
ciples might be applied somewhat as follows:- 

Passenger Service. 
Organize a passenger transport company to handle 


all passenger business of the Canadian National and 


- 66 « 


Can-dian Pacific Railways. This company would own all 
passenger train car equipment and station facilities 
used exclusively for passenger business. It sould 
determine the cuality and quantity of service, and 
would carry on the necessary advertising, and vould 
issue ané scll tickets. Each railway would be reim- 
bursed in bonds for property turned over to the new 
company and would be paid for the transport of cars at 
a figure as near the actual cost es could be arrived 
et, the total car milcaec being cqually divided be- 
tiuecn cach systcm. The jrotit or loss ct tne ond of 


the voer would be divided couelly. This proposal has 
i 4 


eu 


BS 


the advantage of complctcly climinating the destructive 
ctition in passenger servicc. ne public would be 

protected against unfair service on aecount of highway 

end air transport, end in trenscontinental service by 

competition afforded by United Stetes relilways. 

Pacific Coast Stcamships. 

As an outgrowth of vessengecr traffic, cach railway 
system owns and overates e flect of passenger vessels 
on the Pacific Coast. [t 1S sugecstcd that these 
services be consolidatcd into 2 holding company in 4 
similar manner to thet provided for passenger train 
equipment, and that this holding company should be @ 
subsidiary of the passenger transyort company. A 
careful survey vould probably indicate thct a number 
of the boats should be dis»vosed of. 

Hotel Service. 

As in the cGasc of passengecr traffic, competition 

between the two voilways has led to an over emphasis 


upon aquaelity of service, with the result that the 


SB 


investments in hotcls are lergely unremunerative. It 
is suggcsted that a hotel company be organized to con- 
solidate the hotel activities of both hotel systcns; 
thet drestic economics be put into effect, and thai, 
when eae favourable ooportunity presents, the investment 
of the railway in hotels be liquidated. 

Telegraphs. 

Each railway system owns and operates a tclegraph 
system. This was e netural outgrowth of the necessity 
of a telegraph for railway operation in & country so 
sparsely scttled that a telegraph company as such could 
not efford to operate. The commercial activities grew 
uy es & side line, and from thet point of view were 
and still are profiteble. While economies from @ con- 
solidation would not amount to G@nythine substantial in 
money, it is true that both telegraph systems are ex- 
periencing keen competition from the Bell Telephone 
Company, @nd since no competitive principle is sac- 
rificcd, it is recommended that the telegraph services 
be consolidated, with a view to meeting most cffect- 
ively the competition of the Bell Telephone Company. 
Express Service. 

It might be anticipated that what has been said on 
passenger service would apply to the cxpress s¢rvice, 
especially in view of the consolidation of express 
e6rvicecs in the United States. The cxpress service in 
Cancde is in reality 2 specialized high speed freight 
servicc, and in all probability will be the most eficc- 
tive weeavon of the railways in meeting highway com- 
octition. It would Sppear unwise to consolidate the 


express services without a consolidation of the freight 
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services, end the laticr has alrcady becn disposed of 

2s an unwise step. 

Freight Service. 

Although the consolidation of freight services 
would be unwise, no opportunity for economy through 
cooperation should be overlooked, and there are a number 
of instances where cooperation would effect substantial 
economics. Some of these are: 

(a) Make ell freight terminals at the larger 
centres joint facilities. Among those might 
be mentioned are Montreal, Toronto, the Lakehead, 
Winnipee, Saskatoon and Vancouver. It is not 
contemplatcd that separate companies be organized, 
but simply that cach terminal be a joint facility 
under a joint superintendent, and that the termin- 
al equipment and facilities be pooled. [In addition 
to permitting e@ fairly substantial immediate 
cconomy, the public would receive a benefit in that 
inter-switching would be universal, and the full 
service of either railway system would be available, 
instead of as at prosent be limited by inter-swit- 
ching at exclusive zones. A further large cconomy 
would be possible by the application of capital for 
the construction of really efficient terminals. 
Money so invested would yield a retuxn of at least 
tuenty-five per cent pcr annum. 

(b) Make an arrangement for the blanket waybilling 
of traific of cach railway over the other where an 
economy would result, each railway to retain the 
gross revenue of its own traffic and settlement for 


scrvice to be made through the medium of a clearing 


house, dealing in equated gross ton miles, - oalances 
to be worked out in service or adjusted in cash. There 
are certain sections in Canada where the application 


of tnis principle would result in substantial econo- 


miés by avolding an out of line neul to retain gross 
revenue, or the hauling of traffic over an inferior 
parsliel line foe the same purpose. in periods of 
traffie conrestion, the System of blanketing the tref- 
fic would elso afford considerable relief. 

(c) Provides for joint operstion over lines where 
duplication exists, tnereby permitting a substantial 
reduction in service on, or the complete abandonment 
of, the other lines. 

(ad) Establish on arrangement for the interchange of 
locomotives and car equipment designed to minimize 
empty car miloege and foreign car per diem vayments 
and investment in locomotive equipment. 

(e) Anlonke other winor items sre: 

1. Cooperation In the lake and rail business. The 
Canadian National to use the Canadian Paciric 
boats between lower lake points end the lakehesd, 
and the Canadian Pacific to use the Canada At- 
lantic Transit Company to United States points. 

2. Abolition cf affiliation with Car COnsolidatineg 
Companies and the strict limitation of the prac- 
tice of the toriii reculrements. 


5. Cooperation in interchange of traffic with foreign 


4, Some reduction in competitive service on parailel 
i 
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Miscellaneous. 

Other opportunities for substantial economy would 
result from cooperation in advertising, especially the 
use of the vadio, end in Ghe activities of certain de- 
partments which are more properly governmental than 
railway in scope, such as Natural Resources, Coloniza- 
tion, Agriculture and Immigration. These departments 
Might well either be consolidated or completely abolished 
and their activities abserbed by government departments. 

Properly carried out, the above suggestions would 
result in very substantial economies, approximating those 
which might theoretically result from complete cunsoli- 
dation, without the attendant dangers of monopoly. To 
round out the situation, however, it 18 nécessa-y to 
deal constructively with highway and water transport. 
Water transport on a subsidized basis has been very 
active in Canada and is to 4 considerable extent directly 
competitive with railways. Vast amounts of money have 
been expended upon canals, channel improvements, and 
harbour facilities, and those facilities are in general 
made available without a specific charge on the traffic, 
the cost being absorbed in the general tax rate. Water 
transvort will be further intensified when and as the 
great waterways are constructed. Although not @ pre- 
sent pressing problem, in that it has been a continuing 
factor, the equity of this competition must be fairly 
questioned. 

Highway transport is a new development and the full 
scope of its activity in an economic sense has not yet 
been determined. It would appear, however, from basic 


considerations, that as a passenger facility highway 


~ 4) - 


transport is a Logical competitor of the railway for any 
distance, but that as a freight transport medium its 
economic scope is limited to a distance of approximately 
fifty miles, beyond which Gistance Che use of the high- 
way iS uneconomic as Compared with the railway. Some 
effective control should be instituted limiting highway 
transport to its proper economic sphere. Ay a start, 
taxation sufficient to pay for the wear and tear on the 
highway and to compensate for the use of public property 
for private pain should be instituted. The general 
level of commercial vehicle taxation in Canada is far 
too low and doés not pay more than a fraction of the 
cost incurred. The highway problem of Canada is in 
point of fact a larger problem than the railway and 
merits most careful 3 vudy. 

Canada has consistently failed to pay her transport 
bill. The history of Canadian railways has been a his- 
tory of an attempt on the part of governments to evade 
facing economic laws. Subsidies, land grants, and 
guarantee of securities have been employed freely to 
encourage railway building and to form a justification 
for a system of extremely low, and in some cases statu- 
tory, fixed rates on basic commodities. This policy, 
in a broad way, could only be effective so long as the 
development of natural resources proceeded at a rapid 
pace, and in point of fact, no small portion of railway 
revenue has in the past been drawn from the capital 
invested in railwey development itself, and from capi- 
tal investments incident to the development of natural 
resources as distinct from the production of basic 


commoditiss resulting from that development. This 


being the case periods of business depression bear 
With particular force upon Canadian railways and serve 
to emphasize the fact that in the long run economic laws 
must be obeyed. The cost of transport must be met some- 
how and the failure to provide a rate structure adequate 
to pay for thet cost can result in nothing except a sit- 
uation in which private capital invested in railways must 
either be wiped out or be protected by general taxation, 
tne situation calls for a courageous facing of facts, 
provision of rates high enough to pay the cost of ser- 
vice; equitably distributed and free from statutory 
limitations, permitting of adjustment to meet changing 
conditions together with control of competitive highway 
Services to their economic sphere. 

FPinally, too much reliance must not be placed in 
any lesson taught by the present depression. As soon 
as times improve, public demands for additional railway 
construction will recur, and the railways in themselves 


would find it very hard to resist the pressure even if 
they were inclined to do so, and in like manner, co- 
operation between the railways forced upon them by 
pressure of events would not continue in hearty degree 
once that pressure was removed. There would seem to be 
& real need in Canada, dependent as she is upon the 
lowest possible transportation cost, for the creation of 
@ budgeting and planning commission whose functions 
would consist of determining the advisability of rail- 
way extension and without whose approval no railway 
charter could be secured or public financing be done 
for railway purposes. This body might also be charged 


y 


with the enforcement of cooperative economies such as 
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those outlined above and should be empowered to control 
uneconomic competition wherever it is found. The prob- 
lem so far es 16 réletes specitically to the railways, 
should be fairly easy of accomplishment, although it 
would involve the restriction of provincial and federal 
legislative pvowers. The suggested commission should be 
substantially a technical commission. It might consist 
of five members; a chairman appointed by the Federal 
government; a member nominated by the universities of 


Canada: the president of the Canadian Pacific Railway; 


the Deputy Minister of Roilways and Canals. {he en- 
largement of its scope to cover uneconomic highway 
transport would be a matter of great difficulty, and its 
activities in that regard would probably be advisory 


only. 
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PRIVATE CONFERENCE 
(Precis by Mr.Moxon) 

The Chairman asked Mr. Fairweather to give details of 
Sir Henry Thornton's estimate of savings on operations in 
1932, of $23,000,000. Mr. Fairweather agreed to look 
into this and give detaiis as far as possible. 

Mr. Fairweather then explained a study made by 
Eureau of Economics of National Rallways on wheat growing 
in Canada. As a result of this study it appeared then 
(1921 circa) that the return on capital expenditure in 
Canada on railways would grow progressively less and a 
warning was given the governnentand railways at the 
time. 

Flowing from this study it became apparent also that 
ruch development in railway construction would, on a 
strictiv accounting basis, result in 4 debit. It all 
traffic originating on and ending on a certain branch 
line should be debited with all its main line costs 
attributable to cerrying this freijht, plus costs of 
operation of branch line and capital costs, there would 
be a loss, but by increasecd commerce of the nation in 
which the railways would share, the result would be 
Gifferent and the conclusion to be drawn even by the 
railway management would be that the expenditure on 
expansion was a proper investment. 

ir, Fairweather then read a vaper prepared by him 
on railway building and the creation of national wealth 


in western Canuda, as follows: 


an 


Kaillway transportation in the prairie provinces has 
added six billion dollars to the national wealth of Cana- 
da. For each dollar invested in railway transportation 
5.0 dollars of new wealth has been created. The railway 
investment of $1,075,000,000 has resulted in additional 
determinable wealth of $6,000,000,000 distributed between 


the provinces as follows (1927 figures): 


Manitoba @1,572,000,000 
Saskatchewan 2,465,000,000 
Alberta 1,041,000 ,000 


Total $5,976,000,000 


of which the chief items are; 


Farm values $2,843 ,000,000 
Urban real property values 926,000,000 
Forest development 290 , 000 , O00 
Mineral development 122,000,000 
Public utilities other than 

railways 125,000,000 
Investment in commercial enter- 

prise 212,000,000 


The prairie provinces, being devoid of waterways capable 
of development into transportation avenues owe the crea- 
tion of their existing wealth to the agency of railway 
construction. 

Had there been no railways built, the wealth of the 
prairie provinces would be almost entirely potential, with 
little production of commodities and little or no oppor- 
bCunity value. Me opportunity vaiue of this vast terri- 
tory for other than fur trading was set by the Hudson's 
Bay Company, the owner, at $50,000,000. If the term 
"wealth" be defined as “opportunity value" this owner's 
valuation is the most accurate fixation obtainable of the 
wealth of the prairie provinces before the intervention 
of railway transportation. There are no absolute cri- 
teria of either "wealth" or "value". Both are fluctuat- 


ing and relative, being continually affected by the 
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"time-place" factor. A railway constructed into a new 
country does not at first create wealth. It creates 
opportunity. Justification of the railway must await 
the use of the opportunity, and in a pioneer country 
railway investment will be relatively great until use 
converts potential into actual valusgs. Visualize what 
happens following the projection of a railway into yirgin 
territory. Agricultural lands and natural resources are 
made available. Settlement follows. Parms are made. 
Minerals and forests operations commence. Villages come 
into being and srow into towns or cities. The use of 
opportunity creates trade which enters the arteries of 
world commerce. This trade reacts on all interjoined 
communities to the economic benefit of all of them and 
standards of living are gradually raised. 

As eriteria of the use of opportunity the ratio of 
the dollar invested in railway transportation to dollars 
of other determinable wealth will be taken on the basis 
that "wealth" at any given time will be the sum of 

(a) The going opportunity value of land and natural 
resources 

(b>) The opportunity value of commerce as represented by 
invested capital 


(c) Stocks of consumable goods and specie on hand. 


Ratio of invested railway dollar to other tangible wealth 


Year U.S A. Western U.S.A. Prairie Provinces 
1890 - 1o4 : 

1900 1: 8.2 134 ol i31.3 

Lois As Geo 116 +e 125.0 

Lgee 1316.0 1:10 9 1:6.5 


This comparison shows that the prairie provinces have made 


a more rapid increase of use in the early stages than was 
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the case in the western U.S.A. and that during the period 
1900-22 the rate of increase in use has been satisfactorily 
comparable. 

Comparison with the U.S.A. as a whole and with the 
remainder of Canada, where in 1927 the ratio was 1:8, 
denotes the effect of a more diverse and mature economic 
development. 

During the past elght years the Canadian National 
Railways has spent $46,777,000 in railway construction 
in the prairie provinces. This investment has made 


available approximately 7,000,000 acres of land previously 


unreached by transportation. A careful survey of these 
lands has shown that the average quality is at least as 
high as the average for the west and probably somewhat 
higher » it may be confidently asserted that through the 
use of these lands the national wealth of Canada will be 
increased by at least five times the railway capital 
investment, viz, $250,000,000. 

Mr, Fairweather then produced penetration charts of 

branch line construction in western Canada. 


Map I. 1916-1920, showed a minimum of penetration by 
either system 


Map IIT 1920-1924, Canadian National branch line programme 
rejected by Senate - Canadian Pacific 
penetration about double of Canadian 
National. 


Map III 1924-1927, Increased penetration by Canadian 
Pacific. 


Map IV 1928, Results of this map not very serious en- 
croachments. 


Man V 1929, Serious encroachrients by Canadian Pacific - 
developrent by Canadian Facific small 
in comparison with building total - 
Canadian National encroachment smaller 
and cevelopment greater. 
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Summary - 1916-19350. 


C.N. encroachments 3,070 square miles 
C.P. encroaahments 10,675 : 4 


CN. penetrated intoC.P.territory undeveloped but 
ear marked for C.PF., 100 square miles 

G.P. penetrated into C.N. territory undeveloped but 
ear warked for C.N., 4,500 square miles 

C.N. development, 19,655 square miles 

G.P. development, 20,690 square miles. 

Question then ralsed as to what extent this building 
might have been avoided If railways were cooperating. It 
was agreed that this would be attempted by Canadian National 
officials who would use their own judgment on what part 
of Canadian Pacific building should have been curtailed, 
that is, not on the basis that Canadian Pacific had built 
ali their branch lines and Canadian National only had cur- 
talleac, but thet each hsd curtailed in fair measure. 

lier, Fairweather agreed to have results of pene- 
tration maps typed, map by map, anc then a summary. 

Wr. Fairweather then, on a question by Commissioner 
Lorde, explained the 2igh cost of coal in western Canada, 
which seemed to the Commissioner high in comparison with 
United States coal. 

It was statec that bituminous coal veins were 
steeply inclined on mountain sides and not flat as in the 
National HKailway mine in West Virginia. Hence mining costs 
are expensive by reason of sliding, etc., and running costs 
are say 2-75 to $6.00 in western Canada against 31.07 in 
Vareinia. Coal mines are carrying too much capital burden 
4n western Canada, about ten times too much. 


In eastera Cancia costs are up by reason of sub- 
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(Precis by Mr. Yates) 


The members of the Commission met in conference in 
Mr. Justice Duff's sitting-room at the Vancouver Hotel this 
morning at 10.00 o'clock. 

The Chairman stated that there were two important 
things to be considered: 

(1) "hat arrangements could be made to increase 
railway income and 

(2) “What reductions might be possible in expendi- 
tures. 

As to increase of income the only suggestion thet 

had been made was as to increase of rates. Various aspects 
of that should be considered. One was whether or not the 
present rates are just rates, and another equally important 
consideration wes whether any increase of rates would yield 
perceptible relief in the way of increased income. 

Then there might be a third question forced upon 
the Commission. That was whether such a course was not 
plainly a wholly impracticable course. They were hardly 
in a position to judge whether the existing rates are just 


rates Or motu. They had a sort of sresumotion arising out 


Fs 


of the legislation massed in 13897, suspended during the war 
and aftervards renewed, and so on. It occurred to Judge 

Duff thet if they were to consider that question they could 
get some assistance from the Board of Reilway Commissioners 


which, in the last few years had gone over the whole question 
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of rates and the existing rate structure was hased on thcse 
conclusions. Those conclusions were governed, of course, 
by certain statutory limitations. 

On the other side, as to expenditure, there was of 
course the very obvious thing that operates in the future, 
namely, the very large amount of that unproductive expené 
diture which was the rosult of premature railway develop- 
ment. He found that that was pretty well understood by the 
intclligent business otople of the community. 

As to the immediate future, taking the railways 
as they stand now eas separate systems and examining the 
thing on that basis and considorins what, if any, prospect 
there was of relief. He supposed what they would have to 
consider mainly was the matter of duplication of construct- 
ion and services and to what extcnt the arrangement of 
existing-lines, or the reduction of services on existing 
lincs, is practicable, and what results in the way of econ- 
omic advantages could be expected to be ascertained from 
them. They hed Mr. Warren at work on @ report along those 
tines which would be @vaileble in & day or so. They could 
gct & Similar report from the Cancedian Pacific officials. 
His own idea was that after they had developed thc matter 
to &@ certain point they should secure an independent ex- 
Dert or exaserts to go over the matter and report to the 
Commission upon it. There was, of course, the matter of 
novclS anc stcamships also requiring to be examined -- 2 
comparatively siiaplc thing. 

From the point of view of consolidation, an hypo- 
thesis they could not leare out of view, Mr. Fairweather 
hed already estimated a saving of $50,000,000. Judge puff 


doubted Very much if he had taken into account the traffic 
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Changes which might be put into effect under such an arrange- 
ment, but at all events he thought they should have that 
prospect examined and examined in detail. He should think 
there also, that, in order to get information unon which it 
would be safe to proceed, it would be desirable to have a 
report upon that possibility also from independent experts. 
Lord Ashfield thought that at this stage of the 
investigation it would be well to consider the manner in 
which the work was being carried out by the Commission's 
Secretariat, They should satisfy themselves in the first 
place thet the information they were seeking by questions 
and by interviews, etlc., was in such form as would give to 
the Secretariat the information that would be needed later 
On when the revort was being prepared. They could not 
of Gourse cover the eround again. It seemed to him, there- 
fore, of the utmost importance to be certain that they were 
exhausting all sources of information as they went along. 
His second point would be that having obtained all 
of that information, either by question or by documents, 
to make certain that the work of the Secretariat was being 
carried out in such a way as would secure to the Commission 
at a later stage in suitable form the vast amount of infor- 
mation which will have been collected by the time this part 
of the Commission's work has been concluded. Work of this 
kind, he knew by bitter experience, involved very careful 
cross indexing to make certain that any question they might 
ask might be answered by ready reference to every subject 
and to every question. There would be many quotations and 
they should be very certain that any quotation they used 
would be absolutely accurate and verificble by reference. 


On the question of information which they 
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were seeking what appealed to him was that they should get 
all information they could directed towards the question 
arising out of the operation of two separate systems of 
railway. His view would be that the more evidence they could 
get which was directed to showing that-quite independent of: 
any idiosyncrasies of individuals in connection with railway 
undertakings - there was inherent in a situation of that 
kind the absolute necessity for expenditure on a scale badly 
out of proportion to what would be the case if they had a 
single system. 

He could quite conceive the management of the 
Canadian National coming into the situation at a later date 
to that of the Canadian Pacific and might find itself com- 
pelled, at greatest possible risk, to engage in the expen- 
diture of Vast sums of money in an effort to build up and 
establish the national system of railways. The more he saw, 
the more it was established in his mind that there was 
diminishingcriticism to be directed towards the management 
of the Canadian National Railways. In his own mind any 
impression of that nature became less personal each day and 
more directed towards the fundamental principles inherent 
in &@ Situetion of that kind. 

His next point was that whatever the recommendations 
of the Gommission were, he thought they must in the main rest 
upon the question or point that it was absolutely impossible, 
because of the two systems involving dual control, to avoid 
an expenditure running into vast sums both in respect to 
capital and of operation, beyond what would be the cost if 
they were to imagine a single system effectively managed and 
controlled. 


Mr. Justice Duff remarked that it was much the seme 
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as to what saving could properly be made by the suppression 
of duplication consistent with the maintenance of the integ- 
rity of the National system as an efficient organization. 

Lord Ashfield’s rext point was as to whether they 
should heave to consider appointing a body of experts to 
review the question of expenditures,and, to a certain extent, 
Of Operation which erises out of the present situation. He 
did not know what Mr. Loree would sey, but frankly, his own 
view would be this; thet it was absolutely impossible for 
eny ouuside group of experts to forecast with any degres of 
accuracy what the savings might be if the systems were 
brought together. There were things that might be done but 
which he thought experience would show are wholly impossible, 
because they were faced with a situation that already exists. 
Aliso, and they could not altogether evade it, public opinion 
2s €xXpressed to Perliament had to be considered. Then too 
they would find over and over esein experts wuld refer to 
bossible economies if certein capital expenditures were cn- 
gpeeed in, @nd this thing end thet thing were done. If 
Such questions were entrusted to a body of experts it might 
take & vest amount of time. 

There was another form of information which 2 body 
of experts might prepare for the Commission based upon @ 
limited form of reference which the Commission would have to 
Grert for them. ithin “hat limited reference a body of 
experts could be of great value to the Commission. ‘The re- 
port of the Commission would be of great magnitude and 
present ean historical importance. 

Biter Genvassing the bsossibiility of &@ suiteble 
intermission to enable the Secreteriat and experts to pre- 


pare their memoranda, Lord Ashfield observed that the 
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conditions under which the investigation was being carried 
out must be accepted as abnormal. They were so wholly re- 
moved at the present time in the world of industry from 
anything approaching what might be looked upon as a normal 
situation that he was tempted to think that they should 
find it necessary,that having defined clearly and unmistak- 
ably the policy which the Dominion should pursue with re- 
spect to this transport problem, that that policy would 

not be possible of accomplishment until some very consider- 
able period had elapsed; that there must necessarily be 
involved in the decision of the Commission questions of 
vital importance not only to the citizens of Canada but to 
those who beve invested their money ir the r-ilway under- 
takings whether in the form of bonds or capital in thse 
Canadian National syScvem or capital invested in the Canadian 
Pacific. For the Commission to visualize any scheme where- 
by a fair value could be placed upon this investment would 
be absolutely impossible because it would involve such 
colossal sacrifices. Machinery would have to be set up to 
bring to a standstill the questions of capital expenditure, 
all steps proposed must be in harmony and synchronize with 
the finel vlan. The purpose would be to carry rece under- 
takings on a sounder basis with a view to effecting econo- 
mies and reaching a decision more nearly approximating a 
position where those values could be established. 

He would emphasize again the point he almost began 
upon. His mind was hardening against any implication that 
fault could be found with either administration in respect 
to those excessive expenditures either upon capital account 
or of service, but was being directed more and more to the 


beliet that inherent in a situation of this kind, that kind 
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of expenditure was absolutely unavoidable and if that were 
true it would have, as the Commissioners would all appreci- 
ate, an immense significance. 

Mr. Loree referred to the construction of the 
Canadian National hotel at Vancouver as representing, not 
the considered judgment of the railway, but a political 
compromise with the community. 

He suggested that the railway officers should give 
the Commission a review of the situation in 1913 as com- 
pared with the situation in 1931. The railways had had an 
enormous increase in wage scale during that period and since 
1918 there had been a considerable invasion of the field of 
management by organized labour. The increased pay of rail- 
way employees since that time had been from 200 to 300 per 
cent, while the cost of living hed increased only from 30 
to 40 per cent. On his own road they had been endeavouring 
in the most drastic way to effect economies. They had torn 
down <2 per cent of the station buildings on the property. 
Station forces in 1941 as compared with 1913 had decreased 
by one half, but the pay of that decreased staff was never- 
theless more than double that of the station staff of 19146. 

Fersonally, he had been wondering whether relief 
could be looked for along the line of a unified structure; 
whether thet would not remove the incentive to change ard 
improvement which was vital to railway progress. He re- 
ferred to the enormous improvement in the mechanics of 
railroading, the introduction of great economies, the 
comparison of hydro-electric energy as contrasted with 
the use of steam. Only 6 per cent of the potential power 
of coal was secured in operation. Whether a unified in- 


dustry would work in a problem such as that presented in 


Canada he did not know. He had at first thought of the 
possibility of dividing the railroad mileage differently 
than @t present. it was now divided on the basis of occan 
to ocean operation east and west by both lincs. He won- 
dcred whether they could be unified in the east, say, as 
Tay eas Fort William and Port Arthur, and again from Fort 
Villiam west of there. hat, of courss, presented very 
ereat difficultics. Coneccivably there might be three 
systems set up instead of two. 

Another confusion had developcd in the last few 
yoars. Compensation formoriy fixed on the cost of the 
Scrvice rendcred, was now in dangcr of beings based on tne 
Veluo of the seivice rendered, as dctcrmincd by the Intcr- 
state Commerce Commission. Personally, hc felt therc was 
NO possiollity of govcornmcnt pocreation of reilways in the 
Uylccd States. Fe belicvcd pe0plc ~ould (6 much bettor off 
uUndcr orivate oimershin. Aftcr discussing the Canadian 
Netional o0sition with Mr. Varren the previous evening, he 
head reacncd the corciusion thet the Can.dian Netional manage- 
ment was reasonebly alcrt and cfificicnt but struggling 
Bgcinst @ nandicap too greet to be ovcer-comc. 

Vie. Loree referred to thc recent inereese in rates 
in the United States in which connection the incrcascd 
rovenucs of the stronger lines were to be utilized to assist 
the revonucs of noccCssitous compenics. This rete inecreasc 
would cost the anthracite producers $5,000,000, and they 
could not inereasc their price relatively, so would have to 
ebsorb the Gntire increase. 

Cancellation of all labour contracts was threatened. 
This would be @& serious matter with the running tradcs, but 


not So scrious with the mechenicel trades. His own 


compeny was cndcaevouring to climinetc the running trades 
from the ficld of management. Twenty-three errangements 

of that neture hed been in cffect,now only four remained. 
They were prepared to guarantee present wages to the run- 
Ming trades for one year. In any event, they were in for a 
very long period of readjustment. He mentioned that Mr. 
Warren seemed confident that the running trades would accept 
the finding of the conciliation board after the matter had 
gone through the usual steps provided to deal with such 
matters, and that wages on Canadian reilways would be re- 
Guced by 1O per cent. 

As to the inquiry of the Royal Commission, he did 
not consider that they had as yet sufficient data to make 
up his mind, anc he was giving the Commissioners merely his 
general impressions relative thereto. 

Sir Joseph Flavelle expressed the belief that the 
basic factor of the Canadian situation lay in the fact 
that Canada was not intended by nature to be one community. 
The natural trend of trade in the east was between the 
Maritime Provinces and the New England States. In Quebec 
and Ontario, similarly, the natural tendency was to trade 
with adjoining States in that region. Then came the stretch 
of wooded and rocky country north of the lakes which had 
been likened by the late J. J. Hill to the construction of 
&@ railroad tunnel so far as the production of revenues was 
concerned. Then there were the Prairie provinces whose 
naturel associction was north and south with the Dakotas 
and the corresponding States running across to the mountains. 
Then they had three mountain ranges interposing themselves 
betveen the Pacific Coast of Canada and the Prairie provin- 
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Sir Joseph recalled the oromises of railway 
connections east and west given at Confederation, the con- 
struction of the Intercolonial in the Maritime Provinces, 
the Grand Trunk difficulties under London management and 
the welcome extended to the Canadian Pacific Railway as a 
relief from the tyranny of overseas manzgement. He dealt 
With the conditions under which the prairies were settled 
when the nomesteader was able to secure employment on rail- 
way construction to assist him to get established. He 
spoke of the hatred engendered by C.P.R. monopoly which 
led to the granting of charters which resulted in the con- 
Struction of two other transcontinental railways. In that 
way over-expansion came about, followed oy the taking over 
of the Canadian Northern, the Grand Trunk Pacific and the 
Grand Trunk Railways. 

Sir Jgoseph then sketched the financial efforts of 
the Dominion during and subsecuent to the war. The Dominion 
of Canada had never borrowed a dollar, excent from the banks, 
until 1915. Then came the war with its financial diffi- 
culties. In 1915 the Minister of Finance asked the bankers 
of Canada whether they thought that the covernment could 
borrow $50,000,000 from the Canadian public. The bankers 
did not think so. Some said they might try, and in any 
event the bankers would underwrite fifty per cent of it. 
This Vietory loan resulted in {106,000,000 being subscribed. 


a. 


The government then srovesed to loan %50,000,000 to the 
imperial Government to be exvended in Canada for supplies, 
and of the $106,000,000 subscribed, ¢1C3,000,000 stuck 

and $53,000,000 were placed at the disvosal of the Imperial 
Government to be expended in Canada for war surposes. Sir 


Joseoh stated that cventually ¢1,600,000,000 were borrowed 
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in Caneda for war purposes, $700,000,000 of which had been 
loaned to the Imperial Government for war purposes, on 
account of which sum the Imperial Government hed paid to 
Canada about $300,000,000 after the war. 

The Canadian reilway situation was the outcome of 
pressure of the Ceanedian people at a critical time. That 
pressure unwisely acceded to hes placed upon the country 
the burden which it was now carrying. When the railways 
cll into difficulty tén or more years ago, the Minister of 
Finance hed opposed receivership. His viow was thet the 
country should take over the securities and see that the 
money invested in the reilways was afforded protection, 
and that had been done in the case of all the sccurities 
involved, with the exception of eertain Grand Trunk stocks, 
the value of which hed been by agreement referred to ar- 
bitration. in thet perticular Sir Joseph contrasted the 
practice on the other side of the line where investors in 
railway securities usually were called upon to take heavy 
losses in the liquidation of railways encountering finan- 
cial difficulties. 

He noted that Lord Ashficld apparently found his 
mind running towards the inevitability of a good deal of 
the expense which had taken place because of the circum- 
stences, and the inevitability that there should be possibly 
& Single system of reilways. His own mind has been running 
steadily over the thought that @ single operation of these 
Bré2t systems Of faliway es ¢ monopoly in Canada was, for 
the reason given by Mr. Lorce With @1l his railway experi- 
ence, & danger that would lead to a great deal of trouble 
if they should commit to any single executive the immense 


problem of the management and operetion of those railways 
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as a singlo system from the Atlantic to the Pacific. How- 
ever, it was unwise to say at this early datec that anything 
Wes impossible, Hor thet roeson, he was vroepercd to wait 
Bnd so be 4s careiul es possible in his contacts, and in 
his ordinary conversations to avoid any statement which 
might be taken as in¢@icating any particular conclusion. 
He thought that a body of experts to prepare information 
with respect to this extraordinary railway situation in 
Canada would be impossible outside of the two great rail- 
way Organizations themselves. However, he felt the Com- 
mission should no doubt get very valuable assistance from a 
checkup by an expert familiar with railway practice, of 
the various proposals as might be developed in the course 
of their investigation. 

Mr. Beaudry Leman expressed the belief that at this 
stage or shortly the Commissioners should make an effort 
to endeavour to circumscribe the extent of their investi- 
gation under certain headings and, after looking at those 
headings, they should decide the extent to which the invest- 
igation should go. The terms of reference were so wide that 
they might well venture into the whole political situation 
in this country. In doing so, they might easily run counter 
to »rovincial autonomy and become involved in considerations 
OuLSside the scope of the inquiry. The same situation ex- 
isted in the financial field. fhe provinces might make 
commitments which would affect the federal financial situ- 
ation and the finances of the country as a whole. 

Then he asked whether the Commission was going to 
venture an investigation in the realm of immigration, that 
is to say, whether two or three or four hundred thousand 


settlers a year should be brought into Canada. MThat had an 
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immediate bearing on our railway situation. He was doubt- 
ful whether they could enter into a study of all the con- 

siderations which should be taken into account. However, 

he did suggest a study of two points: 

First, what are the possible immediate remedies, 
leaving open as far a@s possible the question of the general 
DOlicy of this country. Ub to the oroesent, his mind had 
been running simply in the direction of what might be done 
immediately to secure as much relief as is possible, 

Secondly, to examine the possibility of a solution 
Which would, as far @s possible, preserve the future by 
not taking @ stand as to eithcr government ownership or 
Private ovmership. He knew there was @ resvectable body 
of opinion in this country that might think differently 
and thought they should be careful to seek information 
based on Experience, rather than possible theories which 
each Might have as to this or that method. In that line 
he thought they should visualize the fact that though a 
great deal of money had been spent either on branch lines 
or main line construction, with the vossibilities of the 
country eas they were, he thought it might fairly be said 
that, while the bulk of that construction might be premature, 
a considerable portion of it ought to be preserved and re- 
served for the future as far as possible, meanwhile seeking 
the most economical method of management and operation to 
tide over the next ten or fifteen years when others will 
consider the matter with much more information than the 
Commission will have before it at the present time. 

De. Murray felt that the problem was due to geo- 
graphic and political factors. He thought they should keep 


in mind at least two or more alternative proposals and keep 
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them in view in the assembling of the data which will be 
placed before the Commission. There was no doubt whatever 
but that the problem would ultimately have to be decided by 
political considerations. 

Dr. Webster submitted that so far as he was person- 
ally soucemed” he should do more thinking at the present 
stage. While he had certain views and would probably change 
his views, he would like to know more about the problems 
before giving expression to them. He felt that the judgment 
of the three more experienced members of the Commission -- 
Lord Ashfield, Mr. Loree and Sir Joseph Flavelle -- should 
guide those of the Commission who were merely laymen and 
could only exercise what common sense and judgment they 
might have. He thought they should keep any views they had 
in the background until they had more complete information 
than was now available. There were certain possibilities. 
The railways might remain as they are, subject to an en- 
deavour to effect economics; they might be merged under 
government control, or merged under private control. He 
realized the difficulties of all three proposals and pre- 
ferred to say nothing more at the present time. 

On the point raised by Lord Ashfield, Mr. Moxon 
assured the Commission that every effort would be made to 
make the record as complete and as readily available as 
possible. Under conditions of continuous travel it would 
not be yossible to elaborate these records cxcept as the 
shorthand reporters were able to do so in the course of the 
journey. Once the Commission got through with its travels, 
care would be taken to organize a staff sufficient for 
whetever work should be found to be necessary. 


im deference to a desire expressed by Lord Ashfield, 


it was decided to have the official stenogravhers take a2 
note of the confcrcnecs between the Commission and the 
various railway officials. The Commission then discussed 
the extent of the intcrval which should clapse between the 
eonclusion of its orcsent westcrn trio and the visit to thc 
Maritime Provinecs, it bcing finally agrcecd that it would 
be unwise to attcmot to resumc between Christmas and New 
Years, and it was understood that the Commission should sct 
out again from Montreal sufficicntly carly on Sunday, 
January rd, as to make it »vossible to get to Saint John 
for @ session on Monday, the 4th instant. 

It was decided that it would be unnecessary to visit 
Fredericton, the Ncw Brunswick provincial capital, in view 
of the fect that mcmbors of the provincial government could 
moet the Commission <t Saint John. From Saint John, the 
suggestion was thet the Commission should procécd to Halifax, 
end from Halifax should rcturn to Moncton, the hcadquartcrs 
of the formcr Intcreolonial Railway, 2nd now the hcadquarters 
for the Atlantie rcgion of the Canadian Nationel systcm. 
Should it be considcred advisable or necessary, representa- 
tives of the Princc Edward Isl2nd government might vossibly 
attcnd at Moncton. From Moncton, the Commission will pro- 
beably return to Levis by wey of the Trenscontincentel rail- 
wey, ¢nd should 1% visit Qucbce, could, if desired, return 
to Montreal by the Canadien Pacific for whatever scssions 


might bG necossary «t thet point. 
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Wesvern Tour, 
En Route Vancouver-Calgary, 
eauurday, December ie, 
19 oO 1. 


PRIVATE CONFERENCE 


THE CHAIRMAN: Perhaps, Mr. Fairweather, you had 
better deal generally with the matter of hotels, having be- 
fore you the compilation which you have already supplied to 
us. 

MR. BAIRVUEATHER: I regret, Mr. Chairman, that our 
records went astray while we were in Vancouver and have not 
yet been foind. Consequently at this time I am without the 
detail records that [ should like to have under my hand. 
al think, however, if one of these books is available I can 
gO ahead. 

ous CHAIRMAN; Very weil. It is statement J in 


Recei»vts and Expenlitures. 


Exhibit N*, gtatistical information requested by 
Sir Josep: Plavelie. 


Exhibit n°, Receipts and Expenditures, Canadian 
National Railways, Jenuary 1, 192d 
to Docemucr G1, 1200. 
Canadian National Railways uotels. 

MR. FALRWRADHER: Uncer miscellaneous in these 
Receists ang Expenditures on page 3 there is a statement 
showing the investment account of the hotels and camps and a 
condensed income account drawing Gown to @ net result. Phat 
net result represents the correct accounts of the hotels, 
excent that it does not include depreciation. I may say 
that whatever views I may have with regard to depreciation 


as aoplied to a railway ai lerge, I certainly do not hold 


those views with regard to a hotel enterprise. 
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THE CHAERMAN: In other words, it should appear in 
the hotel accounts. 

MR. FAIRWEATHER: Yes; the reason being that your 
investment is concentrated into large units and you do not 
have the advantage of the diversity factor which applies 
generally. 

Now, I have estimated in a general way what the 
depreciation would amount to. Of course, it is frankly a 
guess because one has very little experience upon which to 
go, but I have suggested 14 percent for the buildings and 
4 percent for the equipment and furniture taken as a unit. 
I realize that furniture depreciates at a more rapid rate 
than what, but equipment, that is, the mechanical »vart of 
the hotel equipment, depreciates at a much slower rate. 

LORD ASHFIELD: 14 percent means a life of approxi- 
mately sixty-six years. 

MR. FAIRWEATHER: No sir. With money at 5 percent -- 

LORD ASHFIELD: Hxcuse me. There is no money at 5 
bercent because you have a deficit. 

MR. FAIR ZATHER: Prom that voinc of view, sir, 
the theory of the de»reciation reserve is that you either 
depreciate on a siraighs line basis or on & sinking fund 
basis. 

LORD ASHFIELD: The only point is this. One of two 
Things must Peappen: (Ou must el iher inerease this 
€7,000,000. if you are going te provide for depreciation on 
& S percent basic; or you must provide for your sinking tund 
On & strateh. line oasis. Is shat net right? 

MR. FATRWEATHER: Well, we will take it as right. 

Sin JOSEPH FLAVELLE: Do you think of it at all as 


amorulzation? 
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MR. FAIRWEATHER: Sir Joseph, on a sinking fund basis 
it would be thought of that way; but His Lordship raises the 
point that since the hotels are a deficit enterprise there 
can be no possible amortizetion, and I am forced to agree 
with him. If the money is to be invested in the hotel en- 
Nerprise then His Lordship is undoubtedly right. But I 
feel by the same token that it really makes very little 
difference if you are a deficit concern, because in that 
Case CvGn your Operating expenses are funded by somebody, 
otherwise you would go bankrupt: somebody has to find the 
money to keep you afloat; and once you are in the red it is 
arguable that since it is cither borrowed money or proprie- 
tors money that keeps the enterprise afloat, depreciation is 
Just simply a matter of kecping your vrofit and loss account 
straight. Is that not correct, sir? 

LORD ASHFIELD: You are perfectly right. I do not 
think there is any dispute between us. It all resolves 
itself into a question of amount. If you have a profit, and 
Out Of that profit you make provision for depreciation, 
Obsolescence, or whatover you wish to call it, the amount 
you iay aside out Of your profits year by year would be Less 
in that event than would be the case if you have no profits 
Oub Of which to make yrovision for this reserve. In other 
words, it is a very simple matter: really your profit and 
loss account in the event of your operating the undertaking 
éU 2 loss is denied the advantages of the interest upon that 
part of your net income which you would invest outside the 
oOusiness for the purpose of mecting your depreciation charges. 

MR. FAIRWEATHER: There is no difference of Opinion 
Of that a6 211, Sir. 

© ee eeire A VeLLE rion me 1 think thoro is 
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&@ fundamental differcnec. If I go into the hotcl busincss 
LT do so for the purpose of discharging a duty in connection 
with the railway business, that duty being a complex one: 
70 scCuré @ return on the fotel as en entorprise, if that 
be possiblo, or to assess the vaiue of it as an auxiliary 
whieh, although @ losing service itself, on the whole con- 
tributes a profit by reason of the auxiliary scrvice ver- 
Formed, uamely, the sccuring of passengers for tho road. 
But I must not fool myself by thinking thet any physical 
property that is uscd does not detcriorate, and when I am 
Cndcavouring to convey to my chicf who is responsible for 
the operations a true picture of the hotel property, whether 
the operation represents red or black ink figures, I must 
show depreciation. Whatever difference of opinion there may 
bec about deovreciation in railway accounts, which we discussed 
fully the other day, in my judgment thore can be no question 
that @s to auxiliary propertics such es hotels depreciation 
should be chargoa on the buildings, furnishings and oquip- 
mont. But you observed a little while ago that because it 
was @ benkrupt thing there is really nothing especial about 
Lt. 

MR. FAIRWEATHER: You have done me an injustice,Sir 
Joseph,in that particular. 

SIR JOSEPH FLAVELLE: I am sorry. 

MR. FALRWEATHER: I said it was academic only in 
this sense, that in a deficit concern there can be no cash 
meserve of any kind, and that therefore the calculation of 
depreciation would be directed to informing the proprietor 
OL juss tne extent of his loss. [ feel I could not put it so 
well as you have done, Sir Joseph, out I am in complete 


agreement with you in regard to hotels. 
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SIK JOSEDH FLAVELLE: Theat is to say, if you were 
putting depreciation in which you say has not been put in, 
would you put it in just the same whether it was a red ink 
or a black ink hotel? 

MR, FALRUEATHER: Yes, sir. 

LORD ASHFIZLD: Shall xe take the total amount of 
money invested in your hotels? 

MR. FAIRVJEATHER: Yes, sir. The total investment 
an Our hotels at Decemberdl, 1940,was 622,174,701.76. 

LORD ASHFIELD: Book value? 

MR. PATRVUEATHER: That, sir, represents the book 


value. 

LORD ASHFIELD: Why did you arrive at a figure of 
Sixty-six years? 

MR. EALRVEATHER: Your Lordship, I figured that from 
the exnerience in the Interstate Commerce Commission with 
regard to their attempts to depreciate buildings the pure 
obsolescence fcature of devreciation, the portion which could 
not be made good by repairs, would not exceed 1g percent on 
&@ sinking fund basis. If you choose a straight line basis 
that would correspond to about 2% vercent. 

LORD ASHFIELD: I suggest we take 25 percent. What 
would be the amount at 24 »vercent? 

MR. FAIRWEATHER: The buildings run to G15,880,822.06. 

LORD ASHFIELD: Now we will take 25 percent on the 
%15,880,000. How much is that? 

MR. FAIRWEATHER: Do you mind if I speak in aporoximate 
figures? 

LORD ASHFIELD: Quite so. : 

MR. FAIRWEATHER: That would be close to $400,000 a 


year. 
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LORD ASHFIELD: What would be the total amount of the 
depreciation fund on a straight line basis at 24 percent 
per year to date? 

MR. FAIRWOATHER: From the inception of the hotels? 

LORD ASHFIELD: In round figures. 

MR. FAIRWEATHER: Well, Your Lordship, the difficulty 
is that with the records which I presently have I do not 
know the exact age of a good many of these hotels. 

LORD ASHFIELD: Could you make some cstimate? Won't 
that do for the purpose? 

MR. FAIRWEATHER: I can make an estimate; I have not 
as yet made one. {I confine myself to the calculation of de- 
Prociation accruals in this client year period. 

THE CHAIRMAN: Depreciation what? 

MR. FAIRWEATHER: Accruals. 

LORD ASHFIELD: Ghen it goes further back than that? 

MR. FAIRWEATHER: Yes, there would be considerable 
accrual of devreciation in the prior period. 

LORD ASHFIELD: What has happened to that? 

MR. FAIRWEATHER: Ye have never set it up. 

THE CHAIRMAN: Depreciation in relation to hotels 
Cocs mot appcar in the books at all? 
| MR. FAIRWEATHER: No, sir. 

LORD ASHFIELD: What has happened to loSses prior to 
19257 

MR. FAIRWEATHER: Losses come into our general incomo 
and are absorbed as part of our deficit. Of course, this ¢e- 
preciation being e non-cash item does not affect our cash 
Position, but it would affect our profit and loss balance. 

THE CHAIRMAN: What would be the character of the 


losses? 
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MR. FAIRWEATHER; There would be losses on opcration, 
Sir. 

THE CHAIRMAN: I did not mean that. You arc nt talk- 
ing of property losscs? 

MR. FAIRWEATHER: I am not speaking of property 
losses. 

LORD ASHFIELD: I think it would save considerable 
time if we asked Mr. Feirwcathor to prepare a statement for 
us which will disclose: 

i(a) The total amount of money investcd in lands 
for hotel purposes on the Canadian National 
system; 

(0) Buildings. 
(c) Furnishings and equipment. 


MR. FAIRWEATHER: We have that, sir. 


LORD ASHFIELD: Thon snow: 
2(a) Losses to date on the operation of the hotels: 
(b) Losses to date, including depreciation on a 
2s percent basis of the book valuc of the build- 
ings; 
{c) Losses to date on the equipment. 
16 16 5 perecnt? 
VR. FAIRWEATHER: I suggcost on an average 4 percent, 
but subject of course to that boing a compound percentage. 
LORD ESP ELD: 16 cannot be. Don't you ronew that 
iyOm timc to time? Is thet really = depreciation item at 
all? 
MR. FALRVEATHER: Which, the cquipment and furnishia, =? 
LORD ASHFIELD: Surely that must be renewable year by 


YCaLRe 
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MR. FAIRWEATHER: There you come into thet strange 
sheadowland between obsolescence and depreciation. I am 
Simply trying to mect your Lordship's views. 

LORD ASHFIELD: But in the past es you heave renewed 
equipment duc to losses and breekarse it is paid for. [ 
think thet might be left out. 

THE CHAIRMAN: Leave out cquivment? 

LORD ASHFLELD: Yos. Leave thet out and give us this 
further statement: Estimate as far as you can what these 
items which you have before you now will be when your hotel 
progremme hes bccon completed. Will you also furnish us 
with an estimate SO far as you can of what the losses will 
be on operation, including depreciation upon the hotel 
investment eccount in the future years? 

MR. FAIRWEATHER: Yes, sir. 

THE CHATRMAN: Do you want that in bulk or rolated 
to individual hotels? 

LORD ASHFIELD: I only wantit as a total amount. [I 
cannot sce that eny purpose will be served by splitting it 
Moe It is Only & qucstion of policy. It is the tote .l emount 
Ghat is of intercst, 

SIR JOSEPH FLAVELLE: Might I suggest, Mr. Chairman, 
PO.Orrine for 2 moment to what has been said in everyone 
Of Our mectings, for it is of ~yrofound importance in every 
one Of our operations. For instencc, dcaling with factory 
machinery, I would take off 10 vercent for PC orceicticon, end 

herge it to chergcs es well es Kkeeo the mecuinery in repair. 
Where you carry on @ hotel there comcs a period when you heave 
tO refurnish. If you charge 311 thet to the charges of the 
year, end show a deficit on the year by year renewals, then 


you have met the point His Lordship reiscs, 12, on tho 


- 108 - Mr. Fairjiccathcr 


other hand you follow a vcry common practice and do not 
charges dcprocietion, when you come to a renewal the cost 
goes to capitel investment, it docs not go into the charges 
of tho yoor. Not one opcrator in fifty does it that way. 

MR. FAIRWEATHER: The Canadian Netional Railway docs. 
We have spent truly cnormous sums of moncy in renovating 
our hotels and chargod that to oporation. 

LORD ASHFIELD; In any cvont, in arriving at your 
not figure with respect to operation you make provision for 
ronewal of furnishings and cquipmcnt? 

MR. FAIRVEATHER: Yes, sir. 

COMMISSIOTER LOREE: You have heard mc speak of the 
wedics Collcec in which [ am interestcd. Wo charge for 
depreciation 3 percent on buildings and 15 perecnt on fur- 
ni ture, Goulpmcnt 2nd so om. Lest yoar wo wrote down 
the cepiteal account by $85,000 and invested the money, not 
in those particular items but in the purchase of property. 
{00 Golnk we were ab liberty to do that? 

BIR JOSEPH PLAVELLE: Yes. I am not thinking ai ell 
thet in providing liberally for emortization the money will 
be set aside in & seéprrate fund. I em thinking it may go 
beck into the ecntcrprisc. But you are quite clear that you 
ere keeping up the property by charging into the property 
wnet is the proper deprecietion charge, because I think 
when property suffers by usec 16 1S just as much @ Charge as 
Wages. 

MR. FAIRWEATHER: Quite right. 

vHi Witeviell: I understand you to say, Mr. Fair- 
weether, thet in your books dcpreciation is charged to 
OpCrating expenses. I eam spoekine of furmishings alone. 


Renewals and so on arc pid out of operating expcenscs? 
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MR. FAIRWEATHER: In our books as property becoms 
obsoloscent and is renewed the Gost 1s charged to operating 
cxpenscs. For instenecc, if a bath-room becomes obsolcte 
in type we rencw it in an improved type and charge the cost 
tO operating cxpenses; the same with carpets and with fur- 
nituro. Mr. Mallory just mentions to me now that wo are 
incurring @ lerge cxpenditure of that charactor et the 
Macdonald Hotel at Edmonton and the Brandon Hotel. 

MR. MALLORY: Wo have quite a little programme of 
recearpeting and bed replacements which will be charged to 
operating cxponscs. 

THE CHAIRMAN: That would not enter into the capital 
G@CCount for the cight ycers? 

MR. FAIRWEATHER: No. sir, we are not pyreamiding: our 
api tal. 

THE CHAIRMAN: Does that cover the point? 

OLR JOSErE FLAVELLE: Yes. Before you leave the 
subjcet of hotcls, Mr. Fairwosthcer, might I ask whet you 
do with the intcrest on the investment? 

MR. FAIRWEATHER: The intcrest on thc investment 
eppecrs in the intorest om tho funded debt of the systcm, 
and thercforc serves to swell the deficit of the systcm. 

I mey say for the informetion of the Commission that I 
Grew out @ statement showing senarately the interest on 
the hotels, end credited they intercst back to the railway 
Ovcrations, so that you could ect & propor picture of the 
hotcl operations and of the rail operations. 

SIR JOSEPH FLAVELLE: But you do not use your in- 
Gcrest as = charge against reil operetions? 

MR. FAIRWEATHER: Oh yes. 
SLk JOSEPH FLAVELLE: You do &@s against net revenuc? 
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MR. FAIRWEATHER: Yes, as against net revenue. 

SIR JOSEPH FLAVELLE: But not as against net overation? 

MR. FAIRWEATHER: We do charge interest, and in every 
fresh venture of capital we always consider the interest 
charge. 

SIR JOSEPH FLAVELLE: To be charged where? 

MR. FAIRWEATHER: Against the operation. 

SIR JOSEPH FLAVELLE: You paid $1,158,000 of interest 
on the hotels, which you show on the statement you gave me. 
MWnis iS the one you furnished in reply to my question. What 
do you do with that $1,158,000 interest on the invested 
capital? 

MR. FAIRWEATHER: That interest in our system of 
accounts would be found in our interest on funded debt. 

SIR JOSEPH FLAVELLE: Mr. Chairman, to me this is a 
very important distinction. 

THE CHAIRMAN: Yes. 

SIR JOSEPH FLAVELLE: Opverating a railway there is a 
well established practice, which I accept because it is 
followed by all railways and financial companies in re- 
lation to interest. Railway men according to the standard 
methods of accounting recognize as operating expenses only 
@ part of the expenses, and they talk of net revenue before 
they have all their charges set down. They deal with main- 
tenance of way and other things that can be kent in repair 
and call those charges operating expenses. But now we come 
to @ supplementary thing, namely, hotels. Surely when we 
divert a body of capital away from the ordinary railway oper- 
ation,for the purpose of ascertaining the value of these 
hotels to the system there should be charged against twotels 


intcrest on the capital. 
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MR. FAIRWEATHER: It is. 

SIR JOSEPH FLAVELLE; No. You keep it all right, but 
you do not show it on the »vrofit and loss sheet, You tell 
me it goes into the funded debt. 

MR. FAIRWEATHER; We do that now, sir. 

SIR JOSEPH FLAVELLE: There is $1,158,000 of interest. 
What was done with that? 

THE CHAIRMAN: It is on page 3. 

SIR JOSEPH FLAVELLE: In this statement -- which is 
not the same as the one I have before me, but is the same 
as the one I lent you -- you do charge interest on capital 
invested in hotels and show a loss of $7,162,672 on oper- 
ation. Are these statements in accordance with your usual 
practice, showing the hotels operated at a loss of 
@’,162,672 during the year? 

COMMISSIONER LEMAN: Not during the year; it is the 
Gight year period. 

MR. FAIRWEATHER: There hes been a chenge in our 
practiec, Sir Joscph. The point you raise is one that in my 
Opinion is very important. There wes a time when we were 
investing capital in outside operations and not charging 
Beeinst them the intercst. The result wes thet the profit 
and loss shects of those outside ovcrations were distortcd, 
and the men charged with thosc enterprises over estimated 
thoir velue. We have changcd that and currently we cherge 
intcrcst egeinst thom. They do not like it very well, but 
in any event we arc doing it. Now when we preparc our sys- 
tom income account those interest charges ere all whet we 
c2lil intor-systom climinations, otherwise of course thcy 
would conflict with the funded dcbt statement of the parcnt 


eomoeny. Have | medo myscil clear? 
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SIR JOSEPH FLAVELLE: Yes. That is exactly the thing 
I chellenge. 

MR. FALRWEATHER: For the purpose of each man's 
individual operations he is charged interest. That inter- 
GSt is in our funded dcbt, and when wo cerry these propcr- 
tics into our consolidated income account in order to shov 
what has happened we naturelly have a number of intcr- 
compeny Glimin@tions. For instance, the Cancdian National 
Railways may advance money to a subsidiery company, say to 
the Niagere, St.Catharines & Toronto Railwey, and the income 
account of the St.Cetharines Railway will show thet intcrcst. 

SIR JOSEPH FLAVELLE: Debited against it? 

MR. FAIRWEATHER: Debited against it. Now thc oper- 
etlons of the railway company, if woe carried through the 
complete accounting, would show a ercdit itcm representing 
tne eccruel of interest against the St.Catharines Reilwey, 
end thcre would also be e debit item ropresonting its obli- 
gations to the public. 

TEE CHATRMAN: Winet do you mcan by the public? 

SIR JOSEPH FLAVELLE: The funded debt. 

MR. FAIRWEATHER: When we throw them togcther the 
intcr-company debit and ercdit simply weshed each other out, 
end you heve left the interest on thc funded debt as shown 
in the income account. But in recognition of the bad 
principle thet the boore tore of subsidiarics wore not bcing 
chergc¢d with interest on their capital, we have started to 
charge that interest against thom. 

SIR JOSEPH FLAVELLE: How long has thet been in 
Lorca? 


MR. FAIRWEATHER: I believe it startcd about 2 ycoor 
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MR. MALLORY: Yes. 

COMMISSIONER LEMAN: How would you distinguish as 
between the interest on your funded debt and the interest 
on government borrowings? 

MR. FAIRWEATHER: We make no fundamental distinction 
at all. We charge interest on both, and it is shown in our 
income account on both. 

COMMISSIONGR LEMAN: I wanted to bring that point 
out to shen that you took your interest into consideration 
whether it was derived from government borrowings or from 
funded deot. 

MR. FALRWEATHER: Yes, sir. And what is worse than 
that, we even charge ourselves interest for monies advanced 
To 2ay for deficits, which I think is an absurd vrinciple. 

SIR JOSEPH FLAVELLE: I aeree With you Entirely, | 
ink that 1s wholly wrong. But let us get at the conclus- 
ion of this as it affects the nresentation of your eamings. 
If you eliminate your interest charges from the debit side 
because you are going to wash them all out, and show them 
@s against the funded debt, then you are going to show an 
increased body of earnings applying on funded debt, because 
you have taken out the interest as a debit charge and you 
show your hotels relatively and every other subsidiary 
enterprise no longer bearing its intcrcst charges. Now, 
why not continue your separate organization and carry into 
your interchange balance sheet representing the whole the 
true position of each one of them and the earnings which 
accrue for the purpose of meeting that capital debt? 

MR. FAIRWEATHER: I think, Sir Joscph, that would be 


@ forward step. It would, however, complicate our account- 


ing. 
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SIR JOSEPH FLAVELLE; It should not complicate the 
accounting at all. If you on the one hand say,"For the 
purpose of disciplining our geople" -- which is thc most 
valuable thing -- "wo arc charging them with intcrcst on 
the investment, but they have not earned any moncy to vay 
that intcrest "Later when you comc to present your accounts 
to the government you show that your carnings are carnings 
with the interest pulled out of those accounts so far as 
hotels are concerned and thrown into one singlo account. 

MR. PAIRJEATHER: Yos, Sir Joscoph, that is what we 
Go. [hse Otncr method I think would bo prefcrable. It would 
show our railway's rail operations more favourably and the 
hotel overations less favourably. 

SIX JOSH2H FLAVELLE; In othor words, it is the truth. 


MR. FALRVEA THER; Yes, sir. 


COMMISSIONER LEMAN: But you might be showing your 
pak vay QO 2Srations improved through thc deficit incurred 
in your hotel ov vcerations. 

SLR JOSEPH FLAVELLE: That is a thing you cannot 
avoid in your books. But when it comes to deciding whether 
GO Carry on another hotel, it is important to know what is 
the story of the hotels you already have. 

MR. FAIRWEATHER: In rcogard to that, as I said before, 
when venturing new capital we always debit that capital with 
intcrest charges and also with depreciation. 

DORD ASHE IGLD: Would it not be just as well to leave 
Out tie cénts column in all these statistical financial 
Statements oreparod for the Commission? It only adds a lot 
Of fifurcs that mean really nothing at all to us. 


SIR JOSEPH FLAVELLE: Yes. 
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LORD ASHFI@LD: Is that agrecd? 

THE CHAIRMAN; Yes. 

SIR JOSEPH FLAVELLE: For instance, in discussing 
your hotel policy and work your scnior gave us an expres- 
Sion of his belief that the whole of the investment in the 
hotel properties, one being the hotel we visited the other 
day at Jasper, had been met by income derived and some 
&800,000 besides. In looking at your statement to me in 
relation to that I was in confusion as to how that occurred, 
Jasper having an investment of $2,576,000. 

MR. FAIRWEATHER: Sir Joseph, would you like me to 
give you the deteils behind Sir Henry's statement? 

SIR JOSEPH FLaVELLE: I should be glad to receive 
that. This statement shows you have red ink figures of 
298,715 and interest charges of $128,000. It would take 
thet a long time to absorb the capital out of the red ink 
Tigures. 

MR. FAIRWEATHER: I made a study of that situation 
for Sir Henry. [It is extremely difficult in general to 
trace to the railway the benefit of tie hotel investments. 
We do not ask our hotel patrons whether or not they travel 
by our railway, but Jasper Park is unique in that you cannot 
get to it unless you travel by the Canadian National Rail- 
Ways. 

LORD ASHFIELD: You place to the credit of this 
investment all of the »assengers who go to Jasper Park? 

MR. FAIRWEATHER; Yes. 

LORD. aSHFIELD: that is how you arrive at that net 
figure. You do assume that a ocassenger goes to Jesper 
Park and would tot travel anywhere else on the Canadian 


National Railways? -- Which is a strong assumption. 
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MR. FAIRWEATHER: It is a strong assumption, but 
toner 1S such @ margin to allow for errors of that kind. 
While the argument should not be pushed to an extreme, I 
do believe it is & stimulus to travel. Btiefly -- [— will 
mou vead all of this, sir, -- after deducting the cost of 
direct advertising, the revenues accruing from movement of 
passengers to and from Jasper amounted to $4,678,000. That 
is the rail revenues, it has nothing whatever to do with the 
hotel. Then I estimated the additional cost to the railwey 
of carrying that traffic was $745,000, made up of additional 
car mileage and train mileage and special train and dining 
ear service. That left about $4,000,000 of traffic which we 
claim was stimulated. 

SIR JOSEPH FLAVELLE: For one year? 

MRo FAIRWEATHER; No, that was for the period. 

SIR JOSEPH FLAVELLE: Then you take from that 
$4,000,000 the loss for operation and the interest, and 
you deduct that from he ea0ital cost of the proverty, and 
say you have made $100,000? 

MR. PAIR WEATHER: That is just a way of expressing 
1%. 

‘SIR JOSEPH PLAVELLE: Quite. Of course, it is per- 
fectly legitimate, Mr. Chairman, taking the hotels as part 
Of the railway enterprise, that credit should be given for 
the increase of traffic that comes to the railway because 
the hotel is there. 

Tee CHel2ial: Cortciniy. 

SIR JOSEPH FLAVELLE: There is room for a tremen- 
dous difference of opinion as to how much of that traffic 
was drawn by the hotel, or how much just stopped off and 


staid at the hotel because they heard of it. However, 
Page 118 follows. 
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Sir Henry did take cognizance of the interest and of the 
loss of Operating the hotels, and you in your turn made an 
attempt to estimate how much Should be credited to the hotel. 
You say in your judgment that during that time $4,500,000 
worth of railway tickets were sold that otherwise would not 
have been sold if the Jasper Hotel wes not there. 

THE CHALRMAN;: I thought you said that included all 


the passengers who stopved off, and then you deducted the 


MR. FAIR /EATHER: I simply said to wnat extent that 
would oe discounted. 

THE CHALIRMAN: Your figure of 64,000,000 is a gross 
Tigure? 

MR. FAIRWEATHER: Yes, sir. 

COMMISSIONER WEBSTER: Are you distinguishing between 
bessensers who stopped at Jasnver Lodge and thosc who stopped 
2s ane Ovbor holels in Jasper? 

MR. PAIRVEATHER: Ko. These are only tickets that are 


sold to and from Jasvcr station. 


COMMISSIONOR WEBSTER: Must you not distinguish in 
order to attribute the proper share to the Lodge? 

MR. FAIRWEATHER: There would be nothing there if we 
had not put up Jasper rark Lodge. 

COMMISSIONER WEBSTER: So far as the reilway is con- 
cermmed, the other hotels get some of the benefit. 

MR. FALTRUEATHSR: But they only camc in after our 
Lodge was cstablished. 

THE CHALRMAN: You say that is business produced by 
the Lodge? 

MR. FALRWEATHER: Yes. 


THS CHAIRMAN: Then you assume all those tickets were 
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for Jasver Park, and you doduct the cost of travcol? 

Mie BAIN EATHER; Yos, sir. 

THe CHAIRMAN; You have not madc any cstimate really 
as to how much deduction you ought to make in allowenccs 
for other factors? 

MR. FAIRURATHER: No, sir, I have not; but as I have 
said to His Lordship, the disparity is so great that you 
could discount the thing 50 percent and you would still have 
@ handsome situation. 

SIR JOSEPH FLAVELLE: Thet is fair: it is only a 


guestion of provortion. What is the investment in the 


hotel at Vancouver? I think you were under the impression, 
Mr. Chairman, that the hotcl grew out of a commitment of 
the Canadian Northern. I understand that $3,500,000 was the 
extent of the commitment undcr the Canadian Northern arrange- 
ment es worked out. 

THE CHAIRMAN: You arc familiar with that, Mr. 
Fairwcather. You might state what it is. 

Wh. FAIRWEATHER: yes. 1 hardly think Sir Joscph has 
fully realized the extcnt of those commitments. The 
Cancdian Northern madé an cgreement with the City of Van- 
couver whcerebyit got certain conecssions in Vancouver, but -- 

THE CHAIRMAN; These concessions really mcoant the 
hending over of certain lend to you; that is, the land wes 
eVensierrod Go you in f6e. 

MR. FAIRWEATHER: Yos, sir. 

THE CHAIRMAN; These were lands from the City of 
Vancouver and the Devartment of the Provincial government? 

MR. FALRWEATHER: Yes, sir. The Canadian Northern in 


turn had undertaken very heavy obligations; they were under 
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contract to build a station of a certain magnificence and 

& hotel, and instead of running on the surface they were 
supposed to construct a tunnel. They were also-under obli- 
gation to fill the False Creek area. 

THE CHAIRMAN: The whole area? 

MA. PAL UCATUER: A Gertain »ortion of it, sir. Of 
course you g6t into the question of debits and credits, 
because if you filled False Creek you would be creating a 
value naturally. 

THE CHAIRMAN: Or was the agreement just to fill 
that part of False Creek which was conveyed to you? 

MR. FAIRWEATHER: It was just the part which was con- 
veyed to us, as Z understand 1%. Bub in the whole it was 
a very substantial thing. Now, while I have a general know- 
ledge of the situation, I have not the detailed knowledge 
sufficient to lav before you at this time. 

TH: CHAIRMAN: Do you know whether in fact title was 
conveyed to the Canadian Northern? 

MR. FAIRWEATHER: I coulé not say definitely, but I 
have with me Mr. Gzowski, who negotiated with the City the 
aqoing away of the old agreement and substituting for it the 
nev. It is my impression from what he says to me that if we had 
been held to the letter of our contract the cost of the 

Canedian National Railvays would have been a very substantial 
Sum. it runs in my mind it was a matter of $15,000,000. 

SIR JOSESH FLAVELLE: an you and Mr. Gzowski and 
Mr. Roberts collaborate together? Yesterday I heard one of 
your officers make such a statement as you make, and I heard 
it corrected. I wonder whether the correction is Pignt or 
not. 


MR. FAIRWEATHER: Is that satisfactory? 
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THR CHAIRMAN: Yes. We can get on to the steam- 
ships nov. 


Canudian National Steamships on the Pacific Coast. 


LORD ASHFIELD: It begins with 2J and ends with vari- 
ous tables dealing with the Canadian Government Merchant 
farine. 

MR. FALIRWEATHE.: That operation of course was a war 
enterprise of the Canadian government. 

THE CHAIRMAN: It began in 1918. 

MR. FAIRWEATHER: But it was distinctly a war measure 
and it was turned over to us for operation. 

THE CHAIRMAN: Where do those ships overate? 

MR. FAIRWEATHER: Our chief scrvices at the presen 
time are intercoastal services between Vancouver and Mont- 
real, and between Montreal and Australia; then we have a 
service going down to the South Amcrican ports. That I think 
@bout completes the services we have with the C.G.M.M. 

THE CHAIRMAN: The investigation of this portion of 
the government ships as such does not strictly come within 
the order in council. Ghivoing in Canada we have to deal 
with. On the other hand -- 

SIR JOSEPH FLAVELLE: They are part of the opcorating 
expcenscs. 

LORD ASHFIELD: It might be useful to the government 
Lit they hed @ Summary ci all of thcir obligations in respect 
TO transport. We may have to make a notc of this. 

pik JOSHGH FPLAVELLE: You arc thinking thet under our 
reterence we have not the right to do it in reiation to the 
private corporation? 


THE CHAIRNAN: No. The order in council is limitcd to 
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transportation end shipping in Canczda. The Trens-Aticantic 
sbcamsnipe of inc Canadian Pacific Rallwey, for oxamplic, 

Gre not included as & substantive part of the inguiry. On 

Hac Ober band 1 should think it Llikcly that it might bo a 
INAttor for considcration as to whether it would be right to 
cell the attcntion of the govcrnmont to some featurc of this. 
if this 1S Doing oOserated et a loss, therc is somothing that 
6068S into the nationel secounts, and it may be thet we should 
gO into it. 

LORD ASHFIELD: We shall get rather close to it fF 
think, Mr. Chairman, when we come to deal with the financial 
position of the Canadian ftacific Railway. The Canadian 
Pacific steainshios are an auxiliary source of income or loss, 
as the case may be, and therefore will come into our report 
@t some jhase or other. We might deal with those too in 4 
general way. 

THE CHALRMAN: That was what I had in mind when I 
mentioned it. It is a little differont from thc hotels, 
and from the Canadian National steamships as such; that is, 
the steamships odlying between Vancouver and Victoria. 

SIR JOSEPE FLAVELLE: Similarily with the Canadien 
Paciitic. 

THE CHAETRMAN: Yes. 

LORD ASHFIELD: In my reading of this statoment and 
the statistics which have bcen prepared the question that 
presents Ltscli to my mind, end it is in the form of a 
question to you, is this: Docs the information which has been 
\ro.ered include the results of the operation of those 
Services as a whole to datc? 

MR. FAIRWEATHER: Yos, sir. 


LORD ASHFIELD: Thercfore they arc complctc, except 
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thet there is again raised this vexed question of de- 
preciation. 

MR. FAIRWEATHER: Not with regard to the steamships, 
sir. 

LORD ASHFIELD: I was going to ask this: As I see 
this statement you appear to have made provision for it? 

MR. FAIRWEATHER: Yes, sir. 

LORD ASHFIELD: By writing down the tonnage valuc of 
the fleet S10 a ton. 

MR. FAIRWEATHER: No, sir, that was never done so far 
as the Canadian Govermment Merchant Marine is concen a. Tt 
1s a very involved subject. 

LORD ASHFIELD: Perhaps you will explain it then. 

MR. FAIRWEATHER: I hardly feel myself competent to 
deal with the subject in extreme detail: it is something for 
& trained accountant. But generally speaking the fleet was 
purchased et extremely high orices, and during the oper- 
ations of course there were deficits, but they were not very 
€1Ga5. Tie depreciation, however, on this enormous cost -- 

SIR JOSEPH FLAVELLE: War cost. 

MR. PALRVEATHER: Yes, war cost, created 2 very bad 
profit and loss statement, and at various times attempts 
were made to have a revaluation of the fleet to clean the 
balance sheet in that manner. That was never done except 
@s regard boats which might be sunk or sold or transferred 
to the West Indi¢s service. 

LORD aSHFIELD; You say might; which were sunk you 
mean. 

MR. FAIRWEATHER; Yes. 

SIR JOSEPH FLAVELLE: In that case you charge the 


10SS of the boat cdircctly into the opcrations of the company? 


oS 
Ba 
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MR. FAIRWEATHER: As I understand it, Sir Joscoh, it 
36 t100 US tO the mattcr of insurance. We will only insurc 
Our Own £iccot to @ valuc, I think, of something like twenty 
OY tvcnty-five dollars a ton; eaenything beyond that is simply 
taken care of by the government. But whenever a boat 
vesses out of the consolidetcd balance shcct of the Canadian 
Government Merchant Merinc, the acecrucd depreciation on thet 
boat is ercdited against the dcprcciation rescrve; consc- 
guontly the 9Onsolidatcd balance shect docs not represent 
au 2i1 the total situation. [he matter was gonc into fully 
2% the last session of the Housc of Commons committce, and 
included in the proceedings of the committce 1S an exhibit 
showing the total acst to the people of Cansda of the 
Cancdian Government Merchant Marine venture with all the 
book-kceping situation taken care of on & uniform basis. 

SIR JOSEPH FLAVELLE: That wes something like 
©50,000,000. 

MR. FPALRAEATHER: It was more than thet I am afraid. 

COMMISSIONER LEMAN: It was $77,347,000. 

MR, PAIRWEATHER: Yos, something like that. But that 
of course is just the Canedian Government Merchant Marinc. 

If the Commission would dcsire to intcrest themsclvcs in 

the deteil of that, I think preforebly it should be put 
beforc you in the form of a considered and written statcment. 
mpoell | Go thai? 

THe CHATRMAN: £ think thet will be better. 

SIR JOSEPH FLAVELLE: Of course, we must discriminate 
in this particular instance between an cntcrprise under the 
control and directed by directors of the Cancdian National 
Reilwey system, and an enterprise operated by thom for the 


government of Canada and institucd by the government of 
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Canada. 

THE CHALHMAN: Yos, it stands in e diffcrent position. 

MR. FAIRWEATHER: Mey I add to whet Sir Joscph has 
said, that Sir Homry Thornton has repeatedly tolé tho 
ferilamcntery Committeo in O¢ttawe thet the Cancdian Govcrn- 
ment Morchant Marine had no valuc to the Cancdian Netional 
Systcm £5 such, end it was purcliy 2 matter for the govern- 
ment to decide whcthor it had eny cxploratory trade valuc 
to the country. So far as hc was conecrned he said he would 
bc very gled to be relicvcd of the responsibility of adminis- 
tCring it. 

COMMISSIONSR LEMAN: Docs the Canadian Netional 
Railwey charge any amount to the Canadian Government Merchant 
Marine for overhead and supervisory expenscs? 

MR. FAIRVEATHER: No, sire The C.G.M.M. has of 
course its own supervisory officers. 

COMMISSIONER LEMAN: So the Cancadicn National Reilway 
docs that frec of cost to the govermment? 

MR. FAIRWEATHER: Yos, sir. 

COMMISSIONER LEMAN: Which you would not do for a 
private company? 


MR. FAIRWEATHER: IT should say mt. 


National West Indics Steamship Company. 


THE CHAIRMAN; The West Indics scrvice is @ matter 
of treaty. 

MR. FAIRWEATHER: The origin of the Canedian National 
West Indies Steamship Company lies in the trade treaty 
nogotiatea between the West Indies and Canada. Under the 
terms of that troaty the colonics and Canada agreed to ccr- 
tein reciprocal tariffs snd made provision by subsidy for 


an adequate steamship service. It was an obligation on the 


S 
soi 
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They obtained bids, and they were appalled at the cost; 

so they thought, seeing that they had an instrument in the 
Canadian Government Merchant Marine and the Canadian Nation- 
al Railways already familiar with steamship Operation, that 
they might carry on this service at a cost to themselves 
less than any subsidy they would have to pay a private 
enterprise. They requested the Canadian National Railways 
to prepare a proposal showing what the anticipated costs 
would be on capital account, what the anticipated traffic 
would be, and matters of that kind. Following considerable 
negotiation the Government decided to create a company, this 
Canadian National West Indies Steamship Company, with the 


stock vested in the Minister of Finance and entrusted for 


the purposes of operation to the Canadian National Railwaye 
That is the genesis of that service. Again so far as the 
Canadian National is gece. 4% is of no value particu- 
larly to us as a railway enterprise. 

LORD ASHFIELD: May I interrupt to ask you this 
question now: When this treaty was eoncluded, who became 
responsible for the number and type of vessels to be put 
into the service? 

MR. FAIRWEATHER: It was all fairly specifically set 
forth in the trade treaty. 

LORDASHFIELD: There is no obligation in that re- 
spect attaching to the Canadian National Railways? 

MR. FAIRWEATHER: Not at all, sire 

COMMISSIONER LOREE: When you say the West TnCles, 
who were the other parties to the treaty? 

MR. FAIRWEATHER: Jamaica, Barbadoes, Windward 


Islands, Trinidad, British Honduras, etc. 
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COMMISSIONER LOREE: Including Bermuda? 

MR. FAIRWEATHER: Yes sir. 

LORD ASHFIELD: Where is the statement dealing with 
this question -- the results of operation of the subsidized 
service to the West Indies? 

MR. FAIRWEATHER: It is in that eight year statemen:. 

LORD ASHFIELD: The statistical information, or the 
OUNEr one 7 

MR. FAIRWEATHER: The statistical information, 

LORD ASHFELD: I suggest that these exhibits be 
numbered or indicated by letters in alphabetical order, so 
that we can readily identify them. 

MR. FAIRWEATHER; Yes -- the information supp lied 
in reply to Sir Joseph's questionnaire can be marked "A", 
and the cla year book, which is the receipts and expendi - 
tures, can be marked "B". 

LORD ASHFIELD: We are now on "A", 

SIR JOSEPH PLAVELLE: Did you follow any line of 
inquiry as to seeing what would have happened if the Domin- 
ion Moverunent had accepted the offer of various people 
to establish the service, in contrast to what did happen? 
Are these statistics avajlable? 

MR. FAIRVEATHER: No sir. 1 can only say chilis, 
that I have general knowledge that the people of Jamaica 
particularly were very keen to have the operations carried 
on by the Dominion Government; they were distrustful of 
private enterprise. The situation in Jamaica that forms 
the background of this whole matter is very confused. The 
Jamaica Government felt that the United Fruit Company we3 


strangling the life from the banana producers of Jamaica, 
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and they were influenced very directly by a desire to curb 
the activities of the United Fruit Company when they entered 
into this trade treaty. They wanted and would be satisfied 
with nothing less than some form of direct control. 
SIR JOSEPH FLAVELLE: Have you the operating results 
Of Uhat service? 
MR. FAIRWEATHER: Yes sir, you will find the income 
account in book "A". 
LORD ASHFIELD: When did the operation of this service 
begin? 
MR. FAIRWEATHER: In 1929, un that year it had a 
net income loss of $1,117,000. “That includes depreciation. 
SIR JOSEPH FLAVELLE: But outside of interest? 
WA. FAIRWEATHER: Oh, that includes interest. 
LORD ASHPIELD: interest on the bonds? 
MR. FAIRWEATHER: Yes Sir. 
LORD ASHFIELD: How is the depreciation on the vessels 
arrived at -- $227,000? 
MR. FAIRWEATHER: It is about two and a half per cent. 
LORD ASHFIELD: Two and a half per cent straight line? 
WR. PALRWEATHER: Two and a half straight line. fhe 
depreciation in 1930 was $290,000, on an investment of 
$9,800,000. 
LORD ASHFIELD: To what account is that loss carried? 
MR. FAIRWEATHER: That loss is carried to a profit 
and loss balance sheet of the Canadian National West Indies 
steamships, Timited, and each year is submitted to Parliament 
and the money is drawn down from Parliament to provide. 
THE CHAIRMAN: It does not g0 into the Canadian 


National accounts at all? 
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MR. FAIRWEATHER: No, not the Canadian National; 
it is a separate operation. 

LORD ASHFIELD: Has any estimate been prepared for 
future years on this investment? 

MR. PAIRWEATHER; I hardly gather your question, sir. 

LORD ASHFIELD: I mean this: you have a net income 
loss for 1950 of $1,462,000. ‘That includes depreciation of 
$288,000 and provides for all the interest charges upon the 
Capital invested. The loss of $1,562,000 for that year was 
provided for out of government funds? 

MR. FAIRWEATHER: May I explain there, sir? 

LORD ASHFIELD; Excepting depreciation. 

MR. FAIRWEATHER; Excepting the interest, too -- 
that is, the interest to the Government. All that we would 
draw down from the Government would be the cash necessary to 
Corry on the activities. 

LORD ASHFIELD: As I see it, Mr. Chairman, all that 
the Commission will be interested in wils ve the information 
thac is prepared now, which I assume is going into our re- 
port, togethe.s with a forecast, made by whoever is respon- 
sible, for the operation of this Canadian National West 
Indies Steamships, Limited, for the next few years, just as 
we have asked for it for the railways. 

THE CHAIRMAN: It is not a substantive part of the 
matter we are to inquire into. 

LORD ASHFIELD: It is a further burden falling upon 
the Government in respect of steamship services. 

THE CHAIRMAN: Outside of Canada. 

LORD ASHPIELD; That is vignt. 

COMMISSIONER LEMAN: It comes into the financial 


picture, though. 
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THE CHAIKMAN: Yes, but I presume all the finances 
would automatically come into the financial picture. Here 
is a treaty they have entered into with the West Indies for 
a steamship service which is not a steamship service in 
Canada. It 18 perfectly true that the Canadian National 
Operate it for the Government. 

OIR JOSEPH FIAVELLE: Bub it should not be included 
in their figures; they are not responsible at all. 

THE CHAIRMAN: No; we could not properly investigate, 
Tor example, the operation of the line. 

SIR JOSEPH FLAVELLE;: How are you paid for your 
services? 

MR. FAIRWEATHER: As managers,sir? 

SIR JOSEPH FLAVELLE: Yes. 

MR. PAIRVEATHER: We get no pay at all; we are 
philanthropists. 

SIR JOSEPH FLAVELLE: Excellent. 

THE CHAIRMAN: Jt is not a source of revenue to 
them at all? 

WR. FAIRWEATHER: No sir. 

Ti CHAIRMAN: Neither a source of revenue nor a 
source of disbursement. 

LORD ASHFIELD: Let us see how far this altruistic 
view goes. 

SIR JOSEPH FLAVELLE: Through the currency of the 
accounts you provide the cash? 

MR. FAIRWEATHER: We act as bankers, sir. 

SIR JOSEPH FLAVELLE;: And at the end of the year 


the Government assumes the loss. 


MR. FAIRWEATHER: We have an accounting. 
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SIR JOSEPH FLAVELLE: And they take off your hands 
any ilability for it? 

MR. FAIRWEATHER: Yes sir, 

THE CHAIRMAN: Now we come to your own steamers, 
which do form part of the picture. 

MR. FAIRWEATHER: Yes sir -- that you Wil) find in 
HA’; 10 is the last of soction J. 

THE CHAIRMAN: The Pacific coast steamers are the 
only Canadian National steamships yuu have, are they not? 

MR. FAIRWEATHER: No sir. 

THE CAAIRMAN: What have you? 

MR. FAIRWEATHER: As subsidiary companies we have 
quite a number of steamships and of car ferries. We have 
operating on the Great Lakes a fleet of steamships running 
from Depot Harbour to Chicago and Milwaukee; that is known 
as the Canada Atlantic Transit Company. Then we have 
running from London to New York a line of steamships call- 
ed the Central Vorment Trans»xortation Company, ond we are 
jointly interested with other interests in car ferries 
uoroge Lake ntario and lake Michigan. 

THE CHAIRMAN: They come into your railway accounts? 

MR. FAIRWEATHER: They come into our railway 
accounts. 

THE CHAIRMAN: Just in the same way that a freight 
car does? 

MR. FAIRWEATHER: Well now, I have misled you, Mr. 
Chairman. The Canada Atlantic Transit Company is treated 
as a separately operated property, but it is reflected in 
the railway account. 

SIR JOSEPH FLAVELLE: Of course your car ferries 


are an essential part of your railway account. 
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MR. FAIRWEATHER: Yes sir. 

SIR JOSEPH FLAVELLE: The others are car ferries on 
the Great Lakes? 

MR. FAIRWEATHER: The car ferries on the Great Lakes 
are operated partly as separately operated properties and 
partly as railway accounts -- it depends. The ferries 
operating to Windsor are carried in the railway accounts. 
Those operating across Lake Ontario -- say to Cobourg; 
that is a separate company, and the same is true of the 
ferries operating across Lake Michigan. 

THE CHAIRMAN: That is the Canada Atlantic Transit 
Company? 

MR. FAIRWEATHER; No sir, that is a new company; 
it is a ferry company, and we previously had a company 
called the Grand Trunk Milwaukee Car Ferry Company -- Sir 
Joseph would have knowledge of that. We have recently 
consummated an agreement with the Pennsylvania railroad 
whereby the two companies, the Canadian National and the 
Pennsylvania, own that fleet of ferries jointly under anoth- 
er corporate titie. But our west coast services are dis- 
tinct and separate, and are known as the Canadian National 
Steamshi ps . 

COMMISSIONER LOREE; What railroads does that 
car ferry feed -- the Wabash? 

MR. FAIRWEATHER: No sir, it connects with the 
Grand Rapids and Indiana. 

COMMISSIONER LOREE: At Muskegon? 

MR. FAIRWEATHER: Yes sir, and takes the traffic 
down to Fort Wayne, where it connects with their main line. 

THE CHAIRMAN: The Canadian National Steamships 


operate on the west coast? 
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MR. FAIRWEATHER: Yes sue The figures are in 
volume A, immediately following the yellow pages of the 
Book -- section 25, 

LORD ASHFIELD: Could you summarize in any way the 
information you have here? 

MR. FAIRWEATHER: JI think SO, dir. 

LORD ASHFIELD: Could you summarize it now, thor- 
oughly, or do you want to do it in the form of a statement? 

MR. FAIRWEATHER: I think we could gain time by 
doing it in the form of a statement. 

LORD ASHFIELD: On exactly the lines we have 
suggested in respect of other investments? 

MR. PAIRWEATHER: Yes sir. 

LORDASHFIELD: Dealing with the operating results, 
depreciation, and forecast for the future? 

MR. PAIRWEATHER: Yes sir. 

SIR JOSEPH FLAVELLE: Did they operate for a 
season? 

MR. FALRWEA THER: This serice has been operated 
for years and years and years. 

SiR JOSEPH FLAVELLE: That is the one north. 

MR. FAIRWEATHER: The only thing was that during 
the boom times of 1928 we got carried away with enthusiasm 
and went into it on a much larger scale. 

SIR JOSEPH FLAVELLE: Intending to go down to 
seattle? 

MR. PATRWEATHER: Intending to go back into the 
triangular service, The Grand Trunk Pacific originally 
had been in the triangular service, and when they got 


into financial difficulty they withdrew. Then when the 
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Canadian National was formed it continued the operations, 
but continued them merely as a costal operation to Alaska, 
with certain ports of call like Prince Rupert and with a 
subsidiary service to the Queen Charlotte Islands. During 
the boom period it was decided to go back into the triangu- 
dar service. 


THE CHAIRMAN: What do you call the boom period? 


Mis PAIRWEATBER: I should say, sir, 1928. 
TRE CHAIRMAN: You took the decision then to 
build these ships? 
MR. FAIRWEATHER: Yes. 
THE CHALRMAN: How long did it take to build them; 
MR. FAIRWEATHER: About a year, I think. We got 
the authority in the budget. 
THE CHAIRMAN: The year given here is 1950. 
MR. FAIRWEATHER: Yes. 
THE CHAIRMAN: They were added to the fleet. 
COMMISSIONER WEBSTER: Was it considered that the 
traffic warranted them? 
WR. PAIRWEATHER: At that time -- of course you 
are not asking my personal opinion? 
LORD ASHFIELD: No, we are asking what the policy 
WAS 
MR. FAIRWEATHER: The policy was they felt there 
was business enough to warrant the construction and oper- 
ation of these boats. 
LORDASHFIFLD: So that the contemplated construc- 
tion and operation of these boats was entirely a question 
of traffic necas: 


MR. FAIRWEATHER: It was a question of trafiic 
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needs, as it was seen. 

SIR JOSEPH FLAVELLE: A competitive service so as to 
give to your passengers the same opportunity to go over your 
road that the Canadian Pacific gave to its passengers going 
over theirs -- a feeder to your road? 

MR. FAIRWEATHER: It was supposed to be a feeder to 
the railway. 

THE CHAIRMAN: But the Canadian Pacific service is 
very largely a local service -- I mean the Tri-City service. 
The old service was the Canadian Navigation Company; it was 
established when 1 first went to British Columbia. That 
was improved and finally taken over by the Canadian Pacific; 
I do not remember exactly when. 

SIR JOSEPH FLAVELLE: I have come up from Califor- 
nia at different times, and coming up to Seattle I have 
taken the Canadian Pacific steamers and the Canadian Pacific 
train -- it is all part of the common service. 

THE CHAIRMAN: You come up from California on the 
California Southern. 

SIR JOSEPH FLAVELLE: I come up from California by 
rail or by motor to Seattle and then take the Tri-City ser- 
Vice from Seattle. Hence I think it reasonable that the 
Geradian National beeple should wish to give those who 
come up from California and wanted to cross the Canadian 
section of the continent an opportunity to go via the same 
road that they took from Seattle. 

THE CHAIRMAN: My own personal experience in the 
years I la there was that only a %small portion of the 
traffic would be through reil traffic. 

SIR JOSEPH FLAVELLE: Not a great deal: most of the 


people who travelled over the route came up for the purpose 
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Of Visiting British Columbia, 

THE CHAIRMAN: Most of it would be local traffic be- 
tween Seattle and Victoria, between Victoria and Vancouver, 
and between Vancouver and Seattle -- business men and so on. 

SIR JOSEPH FLAVELLE: Oh, tourists too. 

THE CHAIRMAN: Yes, tourists also. 

MR. FAIRWEATHER: For your information, Mr. Chairman, 
i have a statement of tickets sold, and they amounted to 
$156,000 in a year. 

THE CHAIRMAN: Tickets sold in what way? 

MR. FAIRWEATHER: Well, interchange tickets between 
the Canadian National Steamship services and the Canadian 
National Railway. 

THE CHAIRMAN: That would represent the traffic re- 
dating to the railway? 

MR. FAIRWEATHER: Yes sir. 

COMMISS IONER WEBSTER: Were these boats meant for 
freight as well? 

MR. FAIRWEATHER; The boats were meant primarily for 
passenger traffic. They carry a small amount of freight, 
but it is not the service they were designed for. in the 
Alaska service and the Tri-City service, freight is no con- 
sideration of moment. 

THE CHAIRMAN: They do carry automobiles extensively. 

LORD ASHFIELD; If this steamship service was 
established less for the purpose of dealing with through 
traffic to and from the railway and more for the purpose of 
providing a steamship service between these various ports, 

I suppose your office would have looked into this question 


of traffic and reported on it to the President before the 
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service was established? 

MR. FAIRWEATHER: Our office did look into 1c, six. 

LORD ASHFIELD: What was the report? 

MR. FAIRWEATHER; My report was unfavourable, 

LOBD ASHFIELD: Could we ask you anything further 
On it, in view of that? 

MR. FAIRWEATHER: As you piease, sir, 

LORD ASHFIELD: What happened to your PEDOrL? 

MR. FAIRWEATHER; I do not know. 

LORD ASHFIELD: It was passed on to the President? 

MR, HAIRWEATHER: As a matter of fact, in that par- 
ticular case the report was not made in as great detail as 
most of the reports of the Bureau of Economics. It was 
during Mr. Henry's regime ~- that was my predecessor; and 
I was asked to look into this matter. i did look into it 
Deilefiy: 1 reported against it to Mr. Henry, verbally, and 
said that I could not see the expenditure was justified. 
dnat was the last I heard of it, and that was my contract 
with him. 

LORDASHFIELD ; tou know nothing beyond that? 
MR. FALTRWRATHER; I knew nothing beyond that until 

I was asked to make a study of an enlargement of a dock 
facility in Vancouver. I bad thought that when this ven- 
ture had been gone into, this dock situation had been taken 
care of. But I was out in Vancouver and I was asked to 
make a recommendation with regard to this dock. 

THE CHALRMAN: From whom do you get your dock 
facilities -- or did you get dock facilities? 

MR. FAIRWEATHER: We owned a dock there, but it 


was a question of enlarging it. I made a report upon ther, 
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based upon the fact that the question of policy had been 
determined, and I recommended certain enlargement of the 
dock. That is the total of my direct knowledge of it. 

THE CHAIRMAN: Where is that dock -- how far east 
of the Canadian Pacific station at Vancouver? 

MR. FAIRWEATHER: About a quarter of a Mile, sir. 

LORD ASHFIELD: Have you any knowledge yourself, 
directly or indirectly, which will explain why this steam 
ship service was established although at the time the departe 
ment responsible for preparing a report -- not advising, 1 
appreciate that, but only preparing a report -- disclosed 
that it could not be profitable? 

MR. FAIRWEATHER: I have some rather general know- 
dedge as to that. There were certain matters which Sir 
Henry discussed with me before I came on this trip, and I 
asked him quite pointedly what his views were on this par- 
ticular enterprise. This is about the situation: We had 
on the Pacific coast the nucleus of a fleet which was do- 
veloping a fairly nice tourist business to Alaska. 

THE CHAIRMAN; From where? 

MR. FAIRWEATHER: From Vancouver, sire it had 
gotten to a point where the boats were inadequate for the 
service; they were getting up in years and did not compare 
favourably with competing lines. We were being handicapped 
in that business. Sir Henry was very enthusiastic regard- 
ing the beauties of the Alaskan trip. 

LORD ASHFIELD; Commercial beauties, or simply 
scenic beauties? 

MR, FAIRWEATHER; The scenic beauties, sir; but he 


also had a very live realization of the commercial advantage 
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to Canada of the tourist business. As bearing upon this 
he asked me to look into the matter of tourist traffic in 
Canada. t made a report to him which perfectly amazed hin, 


namely that the tourist business in Canada ranked next to our 
agricultural activities in point of national wealth -- rank- 
ed ahead of 411 of our manufacturing industries. 

THE CHAIRMAN: In point of profit? 


WR. FALTRWEATHER: No sir, in point of gross pro- 


duction. 
THE CHAIRMAN: What do you mean by gross production? 
MR. FAIRWEATHER: I mean this: if you take the ex- 
ternal trade of Canada -- I am not talking now of internal 
trade -- 


THE CHAIRMAN: IL thought you were speaking of the 
tourist business. 

MR. PAIRWEATHER: Yes gir, but the tourist traffic 
is an external trade. 

THE CHAIRMAN: What do you mean by gross production-- 
that is what I want. 

MR. FAIRWEATHER: I mean, if you take our balance 
of trade with various countries; we export certain commo~ 
dities of gross value, we import other commodities of gross 
value, and we export tourist services to a total gross value. 
Have I made my point clear? 

THE CHAIRMAN: You mean gross receipts from tourist 
services? 

MR. FAIRWEATHER: Yes sir. 

STR JOSEPH FLAVELLE: It is a little more than the 
receipts from the services -- that is to say, the tourist 


uses the railways, uses the roads, uses gasoline, buys mer-~ 


chandise. 
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THE CHAIRMAN: TI am Speaking of all of that as 


tourist services, 

SIR JOSEPH FLAVELLE: Mr. Coats estimated the value 
of the tourist business last year at $275 ,000,000. 

MR. FAIRWEATHER: In a year of depression, 

SIR JOSEPH FLAVELLE: And that is one factor enter- 
ing into our exchange with United States -- ordinarily they 
pay a good deal of it in American mone Ye Unfortunately 
they will not do it this year. 

MR. FAIRWEATHER: I amazed Sir Henry with the report 
when I gave him the perspective of our national trade and 
showed him how that tourist business had grown. in the 
years before the war, Canada's tourist business did not ex= 
ceed $15,000,000 per year: in 1928 it exteedea $300 , 000,000 
per year. Now, Sir Henry, having that in mind, iclt that 
tne provision of a first class steamship line engaged in 
attracting the tourist business would be a good national 
development. He did not look forward to the service being 
very profitable in itself. He felt shat if he collected 
enough direct revenue to pay for the expenses, enough would 
have been accomplished to justify the service; because the 
other intangible values -- intangible so far as the railway 
is concerned but very tangible so far as the country is con- 
cerned == would justify that expenditure. That same policy 
has influenced him in his expenditures upon radio, his ex- 
penditures for a considerable part of the luxury service 
afforded on passenger trains and the hotels. Whether it 
is @00d policy or bad policy is another matter. 

LORD ASHFIELD: That explains it, 
MR. FL IRWEATHER: Bue personally i feel that it 
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personal view, 

THE CHAIRMAN: Now, what in point of fact did you 
GO With regard to ships. You got three ships? 

MR. FAIRWEATHER: Lec, 

THE CHAIRMAN: How many of those ships were used on 
the Alaska run? 

MR. FAIRWEATHER; Of course they came to us, sir, 
One at a time. 

THE CHAIRMAN; I mean, at any given moment. 

MR. FAIRWEATHER: I do not think in the last year's 
Operations we ever had more than one. 1 have the full de- 
tail here. 

THE CHAIRMAN: Well, in a sentence or two you will 
Bive me the victure [ Want, and we will go into the details 
afterwards. Where did you pick up your Alaska passengers 
with that one ship? 

MR. FAIRWEATHER: At Vancouver. We also ran a tri- 
angular service. : | 

THE CHAIRMAN : Some passengers might come by the 
triangular service and transfer to this ship? 

MR. FAIRWEATHER; Yes. 

THE CHAIRMAN: So that you had these two ships in 
the triangular service. You told us about the alaska ser- 
vice; what about the triangular service in which you employed 
two of these ships? tney were, as [ understand it, sister 
ships. Me. Warren, I believe, said there was no difference 
between them. 

MR. FAIRWEATHER: No difference. 

THE CHAIRMAN; What about the two ships in the tri- 


angular service? 
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MR. FAIRWEATHER; It is ticd up to this other service, 
the hlaska service, because our operating men figured out -- 

THE CHAIRMAN: How many months a year, approximately, 
does the Alaska service last? 

MR. FAIRWEATHER: I should say about six months, 
perhaps, or five -- possibly five. 

THE CHAIRMAN: My own impression would be -- I may 
be quite wrong about it -- that that tourist service would 
not extend over a period longer than three or four months -- 
that would be about the maximum. Of course there was a 
service to Prince Rupert. 

MR. FAIRWEATHER: Yes. 

THE CHAIRMAN: If it covers only a limited period I 
Mave great ditficulty in seeing how you could tie up, as you 
phrase it, the two ships you were using in the triangular ser- 
vice throughout the whole year. 

MR. FalRWEATHER;: Oh, you could not. 

THE CHAIRMAN: You cannot do it? 

MR. FAIRWEATHER: The answer to that is you could 
not do it. 

THE CHAIRMAN: You were anticipating an expansion 
of traffic on the triangular service -- is that ib? 

MR. FAIRWEATHER: Sir Henry's remark in regard to 
that was that there would be enough traffic there for both 
the Canadian Pacific and the Canadian National after a 
period of deYelopment to warrant his going into the service, 
and ne told me that -- it was just one of those cases where 
his judgment was bad. 

THE CHAIRMAN: Were the dock facilities sufficient 


in Victoria and Seattle, or did you have to enlarge them? 
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MR. FAIRWEATHER: We had to Yepeair the dock at 
Victoria; we had to make very considerable alterations 
to the dock at Vancouver, and we added somewhat to our capi- 
tal investment in the Seattle dock. 


THE CHAIRMAN; Were the boats physically capable 
of carrying freight? 


MR. FAIRWEATHER: No sir, not in any volume. 

COMMISSIONER WEBSTER: Do the Canadian Pacific boats 
Carry Trelieht? 

MR. FAIRWEATHER: I cannot speak with regard to 
them. ~ do not think they do on the triangular service. 

| THE CHAIRMAN: They used to carry freight at one 

time, 

MR. POIRWEATHER: I= do not think they carry it in 
any volume, gir. 

COMMISSIONER LEMAN: Where would I find a financial 
picture for this service, taking into account interest and 
depreciation similar to the statements which you have given 


in reference to the Canadian Government Merchant Marine? 
MR. FAIRWEATHER: You will find it in this state- 


ment, book ‘A’, page 2d. 
| THE CHAIRMAN: The operating results are given on 
the last page of J. 
MR. FALRWEATHER: 1 might say with regard to 
these boats that no depreciation is charged, although it 


should be. 


COMMISSIONER LEMAN: And no interest. 

SIR JOSEPH FLAVELLE: They cost about $9,000,000, 
did they? 

COMMISSIONER LEMAN: $2,167,000, $2,158,000, 


2,206,000. 
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THE CHAIRMAN: Mr. Warren said yesterday it would 
be about $7,000,000. 

MR. FAIRWEATHER; The cost of the three boats was 
$6,552,391. 

SIR JOSEPH FLAVELLE: Did that furnish them - pro- 
vide the equipment? 

MR. FAIRWEATHER: Yes. 

COMMISSIONER LEMAN:; What about my other question 
with regard to operating results? 

MR. FAIRWEATHER: I have a statement here which 
gives the operating results, but they are included in our 
railway results. in 1930 the loss on net income accowmt 
was $440,000. 

THE CHAIRMAN: They were put into operation in 
1930, were they? 

‘MR. FAIRWEATHER: These new boats were, sir. 

THE CHAIRMAN: I am speaking of the new boats. 
How long were they in operation? 

_ MR, FAIRWEATHER: I have the full detail -- it is 
a complicated picture, because they broke down; they had 
turbine trouble; one boat was pulled out and another put 
in: one boat would make two trips -- it is almost imposs- 
ible, sir, to answer that question in a word. 

THE CHAIRMAN: Well, you could work that out for 
us. 

SIR JOSEPH FLAVELLE: When you say $400,000, ix 
is that for the three ships? 

MR. FAIRWEATHER: No, that is for the whole fleet 
-- that is everything. 

THE CHAIRMAN: You had a profit in 1929 of 


$31,000, and you brought these boats in. 
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SIR JOSEPH FLAVELLE: That is purely a net operat- 
ing situation, I suppose -- the difference between what 
you received fran the service and what it cost you to operate 
Lt? 

MR. FAIRWEATHER: Yes; for the year 1950 the loss 
was $440,000. 

COMMISSIONER WEBSTER: No interest on that, and 
no depreciation? 

MR. FAIRWEATHER: No. 

SIR JOSEPH FLAVELLE;: The interest on the 
$6,000,000 would be $300,000. 

MR. PalRWEaTHER: Unfortunately, Sir Joseph, we 
have a total of about $10,000,000 in those -- we have other 
boats. 

SIR JOSEPH FLAVELLE: You have twenty-four vessels 
have you not? 

MR. PLIRWE.THER: On the Pacific coast? Oh no, 
not that many. 

LORD ASHPIELD: Let us go back for a moment to the 
guestion of policy. I eall your attention to the last 
statement but one in volume "A" -- 2(k)1 -- the top line, 
Pellway Operating revenue, the total for the cight years 
from 1925 onwards being given. Would you tell me where 
that figure is divided between passenger earnings and 
earnings Irom freight? 

WR. PLTRWEATHERs It is divided in great detail 
in the annual report for each year. 

LORD ASHFIELD: It is not in this volume? 

WR. FLIRWEaTHER: It is not in this volume. af 1G 
is desired that these revenues be divided we could prepare 


a statement, but we could not do it on the train. 
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THE CHAIRMAN: Is it in the blue book? 

MR. FAIRWEATHER: For any one year -- they are not 
collective. 

LORD ASHFIELD: What do you mean by any one year? 

MR. FLIRWEsTHER: The annual report for any one year 
would give it. 

LORD ASHFIELD: You have not all the annual reports? 

MR. FAIRWEATHER: Yes sir, we have all the annual 
reports, but the difficulty there is this: that hardly a 
year has gone by without some change in the properties com- 
prising the Canadian National Railways. tne Board of 
Directors have at one time or another, either as a result 
of statutory provision or as a determination of policy, 
excluded or included certain properties in the main opera- 
tions and have includcd or cxcluded certain properties from 
the separately operated properties. The result is that 
the annual report figures from year to year, unless one has 
access to the intimate detail accounts, will not agree with 
these figures which have been submitted to the Commission. 
tne figures we prepared for the Commission are on 4 uni- 
form basis so that the one year is properly comparable with 
ano cher. | 

SIR JOSEPH FLAVELLE; The net of the whole would not 
be affected? 

MR. FAIRWEATHER: The net would never be affected; 
it is just a difference in the method of showing the details. 

LORD ASHFIELD: You have said that the policy of 
the Canadian National Railways was to encourage tourist 
tratfic, and for that barpoce they spent large capital sums 


on the building of hotels, providing steamship services, 
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luxury services on the railways, radio, recreation grounds, 
if one might describe Jasper Park by that torm -- 

THE CHAIRMAN: Intellectual stimuli. 

LORD ASHFIELD: Yes, that is probably the more 
classical expression. The encouragement that was given to 
the National Railways to engage in that form of capital ex-~ 
penditure, involving,as it must have done, a very large 
Operating cost, must have been reflected entirely in the 
passenger earnings of the Canadian National Railways. It 
might therefore be of interest to the Commission to know to 
what extent from 1925 onwards the passenger earnings of the 
Canadian National Railways were increased. Could you let 
me have that? 

MR. FAIRWEATHER: Yes sir, and may I say a word at 
this time? 

1LORD ASUPLELD: Oh yes, certainly. 

MR. FALRWEATHER: I will say, sir, this, that our 
passenger revenues, far from increasing, have bven steadily 
decreasing, the reason for that being highway competition. 
But -- 

| SIR JOSEPH FLAVELLE: One of the reasons. 

MR. FAIRWEATHER: That is the chief reason, sir, 
in fact I think the only reason. 

THE CHAIRMAN: Highway competition? 

MR. FALRWEATHER: Highway competition, using the 
word in its widest sensc. 

THE CHAIRMAN: Are you excluding the general de=- 
pression and the disposition of peopie not to travel? 
WR. FAIRWEATHER; Well, exclude that. 

THE CHAIRMAN: I should think so. 
WR. FAIRWEATHER: I cannot agree with his lord- 
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ship -- 

THE CHAIRMAN: You do not think the results of en- 
couraging tourist traffic to which Sir Henry Thornton was 
looking forward would be entirely reflected in the passenger 
service? 

MR. FAIRWEATHER: No sir. 

THE CHAIRMAN: Because you think he was treating 
this thing not merely as a railway agency but as a national 
agency? 

MR. FAIRWEATHER: Yes sir, and so far as the railway 
was concerned -- 

LORD ASHFIELD: This is a new point; let us pursue 
16 6 little further. if whet you say now is true, that the 
advantages of this policy of tourist traffic were not reflect- 
ed in the passenger receipts of the Canadian National Railweys 
alone, in what other direction would it benefit the Canadian 
National Railways? 

MR. FAIRWEATHER : in this wey, sir; in tne first 
place there would be a direct benefit by the increase of long 
haul passenger traffic. 

LORD ASHFIELD: But that would be reflected in the 
passenger receipts. 

MR. FAIRWEATHER: That is so: to that extent, sir, 
there would be a direct benefit. Indirectly, however, there 
would be this benefit: the money left in the country by 
tourists would act very directly as a stimulation to trade 
and industry in the country. 1 happen to come from a pro- 
vince in Canada that depends very largely upon the tourist 
traitic. 

THE CHAIRMAN: You are a Nova Scotian? 


MR. FAIRWEATHER: Yes; I was brought up in a tourist 
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town when I was a boy. The railway there directly got only 
& moderate amount of passenger traffic, but owing to the fact 
that that town lived on the tourist business the railway did 
benefit indirectly to a marked degree. For instance, we 
bought our Clothing with the profits that we made on the 
tourist business, which meant freight haul on the textiles, 

THE CHAIRMAN: Rightly or wrongly, you say Sir 
Henry Thornton conceived it to be part of his duty as 
President of the National Railways to incur these expendi- 
tures, not only with the object of increasing passenger 
traffic on the railway, and so on, but with the object of 
increasing the national revenue -- I mean the revenue of 
the people ~- with the object of indirectly helping the 
railway and everybody else. 

MR. FAIRWEATHER: Yes sir, that is a correct state- 
mente 

LORD ASHFIELD: May I ask you this further question 
~~ of course you can only speak of your own knowledge in 
answering it: Did the administration of the Canadian Paci- 
fic Railway share this view? 

MR. FAIRWEATHER: They spent $48,000,000 on hotels. 

LORD ASHFIELD; When did they spend that $48,000,000? 

MR. FAIRWEATHER: In this eight year period. 

SIR JOSEPH FLAVELLE: And on their steamships. 
MR. FAIRWEATHER: On their steamships they spent a 


very large sum of money. 


LORD ASHFIELD: So far as you know that too was 


their policy? 
MR. FAIRWEATHER: Well, may I say a word with re- 


gerd to that? Of course I resily think, sir, it is a 
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question that I should only speak of very gencrally. 
LORDASHFIEID: You need not at all unless you feel 
you would like to. 

MR. FAIRWEATHER: The Canadian Pacific Railway 
bought a subsidiary company down in Nova Scotia, and after 
exploring every avenues in an attempt to make that railway 
Prosperous they decidedthat the only way it could be done 
would be to build a chain of tourist novels, end they there- 
fore built a tourist hotel in Yarmouth, another in Kentville, 
another in Digby, and one in Halifax. 

THE CHAIRMAN: Are they on the line of railway? 

MR. FAIRWEATHER: They are on the line of railway. 

THE CHAIRMAN: The object was to make the railway 
prosperous? 

MR. FAIRWEATHER: Yes sir, by making the country 
prosperous. 

THE CHAIRMAN: The Canadian Pacific built a hotel 
down at Del Monte; they had @ line of railway that was not 
paying and they made the railway pay as a result of build- 
ing the hotel there. But what you are sugsesting is some- 
thing very different from that. Tne buying ci these ==, 
ships arose out of a desire to increase the general tour- 
iat revenue of the country, which would have a favourable 
effect on the revenues of the railway. 

MR. HAIRWEATHER: Well sir, if the country was 
prosperous the railway would be prosperous, in that sense. 
if the people of Careda had money to spend then there would 
be more commercial activity and the railway would benefit 


in that way. 
LORD ASHPIELD: They would benefit only in propor- 
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tion to the interest the Canadian National Railways had in 


the situation as a whole. 

MR. FAIRWEATHER: Yes. 

LORD ASHFIELD: And therefore if this policy is 
not pursued by others who would have benefited by at, whe 
whole of the burden is borne by the Canadian National; is 
that the fair way co put it? 

MR. FATRWEATHER: That is the fair way to put it -- 
that is, the Canadian National and the Canadian Pacific. 

LORD ASHFIELD: I am dealing only with the Canadian 
National; we still have to ask the Canadian Pacific. 

MR. FAIRWEATHER: Quite. 

LORD ASHFIELD: JI gather from what you have said 
that it was not a part of the policy of the Canadian Nation- 


al Railways to seek to have other interests become identified 


with this policy and associated with the Canadian National 
Railways in toe has never been a joint venture. 

MR. FAIRWEATHER: Yes sir, it has been. 

LORD ASHFIELD: Where? 

MR. FAIRWEATHER: In Jamaica -- and we had a very 
unfortumate experience. 

THE CHAIRMAN: I thought that was a venture of 
the Government and not the Canadian National Railways. It 
Wes the British West Indies steamships, wasn't it? 

‘LORD ASHFIELD: JI thought it was the Canadian 
Government that did that by treaty, dnd not the Canadian 
National Railways. 

WR. FAIRWEATHER: Well, ina sense that is correct. 
LORD ASHFIELD: Did the Canadian National Railways 


initiate that treaty? 


MR. FAIRWEATHER: No, not the treaty; but the 
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hotel venture down there -- 

SIR JOSEPH FLAVELLE: Did you build the hotel down 
there? 

MR. FAIRWEATHER: ane story of that, Sir Joseph, 
is this -- 

SIR JOSEPH FLAVELLE: Mr, Chairman, there is a 
story I have never heard -- how the Canadian National came 
to build a hotel down in Jamaica when they did not own the 
steamship line and were only Operating for the Government. 
Did the Government build the hotel? 

MR. PAIRWEATHER: Neither the Canadian National 
nor the Government built the hotel. What happened was this: 
The Jamaican Government intimated that it would be a very 
fine thing if we had a hotel in commection with the steamship 
service, because the only hotel in Kingston was owned by the 
United Fruit Company -- the Myrtle Bank Hotel. aney were, 
as 1 have already said, jealous of the United Fruit Company, 
and suspicious of then. | The Canadian National Railways in 
its capacity as administrator of the West Indies steamships 
took into consideration the views of the Government of Ja- 
maica, and by and with the advice of the Department of Rail- 
ways and Canals entered into an agreement with the United 
Hotels Company of America whereby certain assistance was 
given to the United Hotels Company by the Jamaican Govern- 
ment and by the Canadian National Railways for the purpose 
of constructing and operating 4 hotel. The venture was 
very unfortunate, because the United Hotels Company, ane 
stead od being a reputable company with enough reserves to 
stand a period of development, promptly went bankrupt before 


they got the hotel completely constructed, and we lost all 
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our money. 

LORD ASHFIELD: Was the purpose of building the hotel 
to reduce the losses on the operation of the steamship line? 

MR. FAIRWEATHER: Indirectly, yes sir -- to stimu- 
late the travel. 

COMMISSIONER WEBSTER: You say that the hotel nego- 
tiations were entered into before the steamships actually 
began work? 

MR. BPAIRWEATHER: Oh no, after. 

THE CHAIRMAN: Did that go into your accounts or the 
accounts of the steamship company? 

MR. FAIRWEATHER: It is in the Canadian National 
accounts. 

SiR JOSEPH FLAVELLE: How did you come to put that 
into the Canadian National? Was it discussed with the 
Government? 

MR. FAIRWEATHER: It was discussed with the Govern- 
ment. 

SIR JOSEPH FLAVELLE: Why did you put it in the seme 
as the operating loss on the steamers? 

MR. FAIRWEATHER: I believe the situation was that 
the Government did not feel they had the authority. 
SIR JOSEPH FLAVELLE: How much did you lose? 

MR. FAIRWEATHER: $260,000. 

STR JOSEPH FLAVELLE: And the building lies there 
unoccupied? 

MR. PAIRWEATHER: Yes. 

STR JOSEPH FLAVELLE: Not completed? 

MR. PAIRWEATHER: It is completed. 

STR JOSEPH FIAVELLE; Did you complete it aiter- 


wards? 
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MR. FAIRWEATHER: No, the United Hotels Company 
completed it and operated it for about three months. 

SIR JOSEPH FLAVELLE: And then dropped it? 

MR. FAIRWEATHER: Then dropped it. 

SIR JOSEPH FLAVELLE: It has not been operated 
since? 

MR. FAIRWEATHER: No sir, and the Jamaican Govern- 
ment hold a first mortgage upon it. 

SIR JOSEPH FLAVELLE: For the amount they put into 
it? 

MR. FAIRWEATHER: They did not put any money in; 
they guaranteed the bonds. 

SI JOSEPH PLAVELLE: Well, that ie equivaient. 

COMMISSTONER LEMAN: Are you carrying that asset for 
$260,000? 

MR. FAIRWEATHER: Yes sir, as yet. 

LORD ASHFIELD: 1 wish to ask you a question with 
reference to the deficit indicated on the third page after 
the yellow sheets in volume "A" -- dealing now with the 
Canadian National steamships -- amounting to $440,000 for 
the year 19350. For how long a period was that? 

MR. FAIRWEATHER: That is for the year 1930. 

LORD ASHFIELD: Did it operate a full year? 

WR. PAIRVEATHER: The services operated a full year, 
but not with the new boats. The trianeuler service did now 
operate a full year, neither did the Alaska service; it 
never does. 

THE CHAIRMAN: The triangular service Coes? 

MR. FAIRWEATHER: The triangular service did not 


operate the full year. 
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THE CHAIRMAN: I asked you before about that but you 
said you could not give the information offhand. You have 
the material now so that you can give it? 

MR. FAIRWEATHER: Yes, I have every trip here. 

THE CHAIRMAN: These two boats -=+ which were they? 

MR. FAIRWEATHER: The "Robert" and the "Henry". 

THE CHAIRMAN: I think it would be convenient if we 
had the number of months they operated and the operating 
loss during those months. 

MR. FAIRWEATHER: I have that, sir. 

THE CHAIRMAN: I asked you that before and you said 
you could not give it very casily. 

MER. PATRWELTHER: I said it 1s complicated; it is 
mol simpic, Out 1 have it. The operations of the Tri-City 
service resulted in a loss before interest of $157,263. 

Then there was an interest charge of $64,000, making a total 
loss of $221,000. 

THE CHAIRMAN; How many months was it operated? 

MR. PAIRWEATHER: It is all tangled up here with the 
hKlaska service. 

THE CHAIRMAN: I understood you to say before that 
you could not easily extract ite That was the point of my 
question -- the number of months. You Gen give it to us? 

MR. FAIRWELTHER: I can make it up. 

THE CHAIRMAN: We are speaking of the three ships 
that went into operation in 1930, and we would like to have 
information as to the number of months the alaska ships oper= 
ated and the loss on that service, and the number of months 
the two Tri-City ships operated and the loss on that service. 


LORD ASHFIELD: We have taken a great deal of youi 
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time, and I am sure the members of the Commission are cx- 
tremely grateful to you for the immense help you have given 
us in Crying Co @lucidate this terribly difficult problem, 
Speaking for myself, I never met anybody who seemed to have 
a wider and more intimate knowledge of affairs than you 
nave: your command of facts and figures surprises me. Is 
there anything else you want to say generally to the mem- 
Hers of the Commission before we let you go for a little 
while? 

MR. PAIRWEATHER: With regard to what, sir? 

LORD ASHFIELD: Anything ~- is there anything in the 
back of your head that you would ask about if you were sitt- 
ine fore 36 4 member of the Commission? 

MR. FAIRWEATHER: With regard to operations? 

LORD ASHFIELD: About the transport system generally 
in Canada, the matters we are dealing with. Do you think 
we have properly discharged our duty towards you, or is 
fers something we should have asked that we have failed 


to ask? Have you any secrets you would like to tell us? 


MR. FAIRWEATHER: I started on that, sir, the 
other day and you cut me off, saying you did not wish tne 
subject touched on at that time. 

LORD ASHFIELD: Which subject? 

MR. FAIRWEATHER: When you were talking to me 
about what I would do if I were in 4 position of power, 
and I said I would reorganize the finances of the Canadian 
National Railway. I said, however, that would not be 
sufficient. If you would wish me to oapress ly views on 


that, why, 1 shall do so, but you intimated at that time 


you did not wish me to pursue the matter. 


~ 166 - Mr. Fairwcathor 


LORD ASHFIELD: I think we are dealing with ques- 
tions of fact at the moment. 

MR. FalRWEATHER: Quite. 

LORD ASHFIELD: What I had in mind was matters of 
policy affecting the Canadian National Railways during the 
time you have been connected with it, whether in the pursuit 
of that policy you have anything you would like to scy to 
us that we have overlooked at the moment. L shall not dis- 
roegard whav you have said to me just now; it may be that at 
a jJater stage when we have brought under review the situa- 
tion Octler than we have up to the present, it would be 
useful to us to have some observations from you of a general 
character. Perhaps we have not quite reached that stage 
yet. 

COMMISSIONER LEMAN: As a matter of fact, Mr. 
Pairweather, you expressed to us your general idea as to 
the velue of the railway system -- just in a cauual way. 
Would you give us an estimate as regards the steamship end 
of the Canadian National Railways? 

MR. PaLRWEATHER; Of its value? 

COMMISSIONER LEMAN: Yes -- what you would tuke it 
Over for. 

Sik JOSsPH PILVELLE: As @ Christmas present? 

MR. FoIRWEATHER: As a Christmas present. 

COMMISSIONER LEMAN: So that is your answer? 

WR. FuIRWE.THER: I may say this, that generally 
speaking I believe -- 

STR JOSEPH FLAVELLE: Would you accept it as 2 


Christmas present? 


MR. FaIRWEaTHER: If I were permitted to insure it. 


Mr. Fairweather 


onal organization has been the 


‘If it had confined it- 


ransporta ion problem I 


I firmly hold 


avery 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 


The Royal Commission appointed to inquire into the 
whole problem of transportation in Canada, particular- 
ly in relation to railways, shipping and communication 
facilities therein, having regard to present conditions 
and the probable future developments of the country, met 
in private conficrence on the special train en route, 
sunday, Decembcr 13, 19d1. 


PRESENT : 
Right Hon. Lyman Poorc Duif, €.C., Chairman 
Right Hon. Lord Ashfield 
Sir Joseph W. Flavellc, Bart. 
Beaudry Leman, Esq., 
Commissioners 


Leonor Fresncl Lorce, isa. 


Walter Charles Murray,Esq., 


Seen Smee” Mee Meet Seer” Nice eee” htcgssil? Mccann Saaeael Ssesei 


John Clarence Webstcr,Esq., 


Bxytbur Moxon, faa. k.C., Sccrctary 


Officers of Canadian Pacific Railway Company 


D. ©. Coloman, Vice Frosident Westcrn Lines 


E. &. Lloyd, Comptroller 
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Western Tour, 
En Route Vancouvcer-Calgary, 
sunday, December 15, 1931. 


PRIVATE CONFERENCE 
The following Exhibits were filed: 


Exhibit po Canadian Pacific Railway Company's 
general statement of operations 
covering ten ycar period, 1921-1930. 
Exhibit P®, appendix to P*. 
Exhibit P®, Series of statements made in answer 
to questions submitted by Sir Joseph 
Hiaveile. 
MR. D. C. COLEMAN (Vice President, Western Lines): 
Mr. Chairman, as you suggestcd that I should make a gencral 
statemont Showing the effects of Canadian National compc- 
tition or the Canadian Pacific in the west, may I suggest 
et tho outset that it is difficult to define what is fair 
competition and what might be rogarded as unfair competition. 
It is 4iso heard to locate the exact point where competition, 
which is in its scope and incidence in the public intercst, 
develops into cxtravegance and waste injurious to the 
public welfarc. 
| When the Grand Trunk Pacifie and the Canadian Nor- 
thern Railways were merged to form the Canadian Nations, 
une scrvice they were rendcring in Western Canada, particu- 
jerly in the case of the Canadian Northern, was undoubtedly 
interior in quality to thet furmished by the Canadian Facit- 
ic. An improvement was to be expectcd and wes long over-due 
to the people whom these railways head attempted to serve. 
Train schedules were improved, obsolctc passenger train 


Cqulpment was replaced, @ more edequate car supply was arran- 
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goa for shippers of freight, and transportation conditions 
am Gh0ir Gerritory wore goncreliy made morc tolcrablic. If 
thet regoncrative proccss meant the loss of some traffic to 
the Canadian Pacific, I do not fool that we hed eny ground 
Tor complaint, bul unfortunatcly, in our opinion, it was 
TOollowcod by coxccsses. Unnecossary trains were added, freight 
train schedulcs between competitive points were accclcratcd 
to an unprofitable degrec, unnecessary luxurics in the way 
of train cquipment and scrvice were introduced, end an 
Cfifort was madc to duplicate or to surpass covery facility 
Supplicd by the Canadian Pacific, whothor or not it fitted 
Into tho mceessities of the Canadian National. For cxemplc, 
take thc colonization dcpeartment. The Canadian racific had 
ONO, Wil OYeanizcd, in ordcr, primarily, to scttle its own 
lands and incidentally to solicit the immigrant travel from 
Great Brite@in and Hurope for its own stcamships. The 
Canadien National had practically no lands to scttle; it 
ned no passenger stcamships on tho Atlantic; but it pro- 
eceded to organize a colonization dcoartment on claboratc 
dines. fhe Canediean Pacific had @ commodious hotel at Van- 
COuver Which for a lergc portion of the ycar had difficulty 
in sCcuring sufficient »etronage to meke operating expenses. 
The Cancodian National must necds heave one larger and morc 
Cxpensive. 

snere aie otner major projects to which I will re- 
urn later but 1 should like, first, to refer to some less 
conspicuous features of competition which, in the aggregate, 
mean a deal of money to both companies. I have in mind such 
practices as office ané@ house delivery of railway tickets, 
the opening of unnecessary up-town freight, ticket and 


telegraph offices, the supplying of telegraph call boxes to 
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individuals and firms who do little business with the tel- 
egraph companies, the extension of free express delivery 
in the cities and the Wholesale distribution of railway 
timetables. 

When the amalgamation was made effective, the traffic 
or soliciting staff of two railway companies was incorpor- 
ated in the new organization and an intensive solicitation 
of business was undertaken. An advertizing programme of 
very great provortions was embarked on and the results ave 
apparent in the traffic expenses of both companies. 

Free transportation has been dispensed on generous 
iine6s. any wembers of the press, for example, carry 
annual passes, which is not the practice in any other country. 

LORD ASHFIELD: Have you the total number of passes 
issued by the Canadian Pacific Railway? 

MR. COLEMAN: Yes, we have a list; it is obtainable. 

SIR JOSEPH FLAVELLE: The press would not come within 
the statutory limitation on passes? 

MR. COLEMAN: Yes, working journalists. 

LORD LSHFIELD: Does the Canadian law deal with the 
question of free tren ccor atone 

MR. COLEMAN: There is a clause in the Railway Act. 

LORD ASHFIELD: Do you know how it compares with the 
law in the United States? 

MR. COLEMAN: It is somewhat more liberal, and latitude 
is allowed the Railway Commission in its interpretation of 
the section; so a great many orders from time to time have 
been issued. 

LORD ASHFIELD: You say there are many loopholes in 
this law which edmit of evasion on a large scale? 


MR. COLEMAN: I woula@ say the lew is so broad that 
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it is capable of abuse. 

THE CHAIRMAN: Evasion is not necessary. 

MR. COLEMAN; In the case of athletic clubs, the 
routing of travelling teams has been secured by the exten- 
sion of favours to trainers and club officials. 

The branch line programme of the two companies has 
been referred to by the Chairman. The provision made for 
branch line building by the Canadian National has been so 
liberal -- provision has been made by Parliament -- that the 
Canadian Pacific has been forced to anticipate the building 
of lines which might have been deferred without any serious 
injury to the public. Protective lines have had to be 
projected under the threat of invasion of territory by the 
Canadian National, who could easily summon a measure of 
support for any building proposal when the svending of 
public money was generally regarded as @ meritorious per- 
formance. 

THE CHAIRMAN : You might enlarge on the measure of 
Support. 

MR. COLEMAN: I might say, sir, that it was easy to 
get petitions sent to the government and to work up an 
agitation in the press in favour of any particular branch 
Ling. | 

THE CHAIRMAN: Quite so. 

MR. COLEMAN: Outstanding illustrations can be given. 
A railway line wes built into the Okanagen District from 
Kamloops. The territory was already edequately served by the 
Canadian Pacific. By reason of watcor supply conditions the 
Production of fruit in that district cannot be materially 
increased, and it is doubtful if tho peak tonnage reached 


Some years @Z0 can be surpassed. 
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THE CHALRMAN: You might explain as to the water con- 
ditions. 

MR. COLEMAN: Fruit and vegetables in the Okanagan 
Valley are all grown under irrigation, and the amount of 
water available depends on the volume of the mountain streams. 
The amount of water has been measured, and it is quite 
apparent that little, if any, additional acreage in that 
district can be supplied with water from those streams. I 
think it is doubtful if the peak tonnage reached some years 
ago can be surpassed. 

Last year during the shipping season a check showed 
that on a number of occasions the two railways ran nine 
trains to provide for a tonnage, which, under non-comoeti- 
tive conditions, had been handled by the Canadian Pacific 
With three trains. 

THE CHAIRMAN: That was an aggregate of nine trains 
on the two Teailwaye? 

MR. COLEMAN: Yes. Both railweys have freight offices 
in Vernon Within a short distance of the Union Station, and 
Separate telegraph offices @t Kelowna within a stone's throw 
of the Union Station. With the competition of the inotor 
bus and truck, railway traffic in thet veliey is more 
likely in future to peur case Yather than to increasc. 

On Friday you saw the line being built by the 
Caneciean ational on Lulu Island. I% must be anvarent from 
your observations end from the map that any new industries 
vnich may locate on the Island could be much less expensiv- 
ely servea by trackage off the existing Vancouver and Luiu 
isiend Keilway. It is mere ly On sitemot Go tie uo the water 
tvont for the future, to obtain eceess to industries now 


located on our line and, incidentally, it deprives the B.C. 
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Electric of haulage to Abbotsford on eastbound freight 
Ofigineting on the Vancouver end Lulu Islend line. I heve 
& map, sir, which illustrates thet situetion. 

THE CHAIRMAN: Have you any idea of the total invest- 
ment in the B.C.Electric Railway? 

MR. COLEMAN: No, sir. It is vory lerge. 

THE CHAIRMAN: Yes, it is enormous. 

MR. COLEMAN: The majority of the stock has passed in- 
to Canadian hands ~- Nesbitt Thomson and Holt Gundy. 


aes having cxpleined the location on the 
map): 


SIR JOSEPH FLAVELLE: The statement made at the meet- 
ing in Vancouver by the representative of the Harbour Com- 
missioners for the North Fraser rather indicated that the 
portion of the industrial district which you control had 
bécn fully developed, all the lots having been taken, and 
that the connections made by the Canadian National opened 
up @ More extensive area for development. Was that a cor- 
rect statement? 

MR. CQLEMAN: That is the inference you could draw 
from wnat he said. But my point is, sir, that that could be 
much less expensively served as it develops by building 
Spurs from the existing spurs of the Vancouver and Lulu 
Isiand line. 

The speaker at the hearing said that the industrial 
area to be reached would serve the needs of three genera- 
tions to come. You recollect that? 

SIR JOSEPH FLAVELLE: I do not recollect that ex- 
pression. 

THE CHAIRMAN: What was the area he was talking about? 

MR. COLEMAN: The area along the main Fraser. He said 


it would serve the needs of three generations to come. In 


ee 


. 
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the meantime I presume a portion of the public money in- 
vested must be unproductive. 

Ll am informed that only one industry so far has been 
located on this new area to be opened up by the Canadian 
National; that is a small rice mill which was formerly lo- 
cated on the Canadian Pacific. 

THE CHAIRMAN: That has actually been located? 

MR. COLEMAN: Yes. They claim they went over there 
Oh AcCcOUunG Of lower taxation. They refused @ site on the 
Canadian Pacific. 

The worst instance of unnecessary duplication of 
service in the west was the placing of steamships on the 
Yun 0etween Vancouver, Victoria and Seattle. The Canadian 
Pacific had built up a service there which the late James 
J. Hill described es the best ferry service in the world. 
We had built in Great Britain ships of the most modern 
type, convenient and comfortable to the point of luxury, 
wwo of them capable of a sustained speed of over 22 knots. 
But over $6,000,000 was ee pecded in building three ships 
designed to be larger and faster than our best. The total 
Capitalization of our entire fleet, which serves thousands 
of miles of coastline, is not materially greater than the 
cost of those three ships. fhey have now been taken off 
the run, and you can ascertain what they cost the Canadian 
Pacific by taking their gross earnings while in service. 
It is to be doubted if they increased the traffic on the 
run to the extent of a solitary passenger or 4 Single ton 
Of freicht. 

And finally in the cost of unnecessary competition 

consideration may be given to the price »aid for the 


Northern Alberta Railways. The Canadian Pacific was 
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prepared to make a reasonable arrangement for the operation 
or purchase of these properties, but the Canadian National 
stepped into the picture, encouraged the owners to expect a 
higher price, and by favourable terminal and traffic arrange- 
ments enabled the owners to bring pressure on the Canadian 
Pacific by denying us any share in the inbound or outbound 
traffic. In order to regain any connection with this po- 
tentially great territory, the Canadian Pacific had to buy 
at a figure much higher than would have been the case had 

it not been for the presence of another prospective purchas- 
Gy. May I add that after the purchase of the railway the 
Canadian National came in and bought a half interest. 

THE CHAIRMAN: After that preliminary statement, Mr. 
Coleman, would it be convenient for you or the comptroller 
to explain the cavital structure of the Canadian Pacific 
Railway Company? I am perhaps not using that term "capital 
Suructure’ in the strictly technical financial sense. [I 
mean the legally authorized capital of the company divided 
into common stock, »referred stock, and so on. [ do not 
think that that is in the documents you have furnished us. 

MR. COLEMAN: Mr. Lloyd can explain that. 

MR. E.H.LLOYD (Comptroller of the Canadian *acific 
Railway Company): At the close of 1930 we had ordinary stock 
§595,000, 000. 

THE CHAIRMAN: I am speaking of the authorized capital. 

MR. LLOYD: We are authorized to issue ordinary stock 
ud to $375,000,000. The preference stock we are authorized 
to issue up to 50 percent of the common stock that is sub- 
scribed from time to time. ine debenture stock we can 
issue now for two purposes only, that is to say, constructim 


Ve 


of now lines or &@cquisition of the securities of lines that 
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are leased to us and for the construction of steamships. 
THE CHAIRMAN: Is there any limit on that? 
Ne. LLOYD: No, sir. 


Tm CHAIRMAN: Except the limit arising out of -- 
MR. LLOYD: There is no actual limit. 


THE CHAIRMAN: First, you have ©375,000,000 of what 
you call ordinary stock? 

MR. LLOYD: Yes, Slr. 

TH, CHAIRMAN: Then you can issue preferred stock up 
to 50 nercent of the issued common stock or ordinary stock 
from time to time? 

MR. LIOYD: Yes, sir. 

THE CHLIRMAN: In addition to that you have authority 
to issue debenture stock for certain specifiSd purposes? 

MER. LLOYD: Yes, sir. 

MEE CHALRMAN: No limit as to amount, the limit arising 
Only out of the soecification of ourposes? 

Nis LLOYD: Yeo, sir. 

THE CHAIRMAN: And those purvoses are -~ if you will 
kindly repeat them. 

MR. LLOYD: The construction of new lines; the acqui- 


Sition of securities of lines that are leased to us; the 


construction of steamers. 

SIR JOSZcH PLAVELLE: Do you take your debenture stock 
as cart of your funded debt? 

MR. ULOYD: Yes, Sir. 

SLR JOSEFH FUAVELLE: Because it does not apyear on 
your balance sheet as debenture stock. 

MR. LLOYD; We keep that as the funded debt.. 

Pik JOStcH FisVELLE: How much of that is outstanding? 

ME. LLOYD: Phere is 291,000,000. 


COMMISSIONER LOREE: Are those voting »ower debentures? 


~ 190 - Mr. Lloyd 


Me. iLOYD: No, sir. 

THE CHATRMAN; You might explain about the voting 
power. How does that stand? 

MR. LLOYD: The voting sower of the common, of course, 
is the controlling -- : 

THE CHATRMAN;: There are votes attached to the common 
and to the preferred? 

MR. LLOYD: Yes. 

THE CHAIRMAN: A vote for each shire? 

MR. LLOYD: A vote for each share of the ordinary, 
but four to one on the creferred. 

THE CHialiisAN: One vote for four shares oi) the pre- 
ferred? 

MR. LLOYD: (es, sir. 

LORD sSHFIZLD: Do the preference shareholders voie 
with the ordinary shareholders at a meeting on all questions 
Y%20n Which the ordinary shareholders would vote, or are 
the voting rights of the »reference shareholders susvended 
and only operative in the event of the preference shareholders 
being affected? 

MR. LIOYD: That is it. 

LORD ASHFIELD: They cannot vote at the ordinary general 
meting of the company unless their interests are in jeo- 
card y ? 

MR. LLOYD: Yes, sir. 

THE CHAIRMAN: Theat must be by statute. 

MR. LLOYD: Yes, sir. 

THE CHAIRMAN: You have a statute, and under it you 
have power to make by-laws. Perhaps it is covered by the 
authorized by-laws. Can you remember when the statute was 


vassed? 


MR. 
THE 
TO 1ét us 
be really 
selves if 
MR. 
THE 
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bX Ds NO. but [ can get the reference. 
CHAIRMAN: I think Mr. Coleman was good enough 
sée6¢ his book which gives the statute. It would 
more convenient for us to look that up our- 

you will let us have the reference later. 
LLOyD: Yee, sir. 


CHATRMAN: I think you have a statement showing 


how the company stands now with regard to issued stock 


Ano so On. 


MR. 


December 351, 


THE 
the whole 


MR. 


MR. 


LLOYD: 1 fave up to the end of the yeer, 


19350. 


CHAIRMAN: Perhaps you would not mind giving us 


thing, ordinary. preference and debenture stock. 


LLOYD: We have 535,000,000 of ordinary stock. 


CHALRMAN: Is thet fully paid up? 


LLOYD: Yes, sir. Of preterred stock we have 


$129,348,587.79. 


THE 


MR. 


ture stock of G291,4.1, 


we have colleteral trust 


CHAIRMAN: Fully paid up: 


LLOYD: Pully paid uc, sir. Then we have deben- 


,045./4, toet is fully paid up. Then 


pold bonds. Do you wish them 


Separecely? 


THE CHATRMAN: 


The is 8 ditierent matter. 


Sik JOSEPH FIAVELIE: Vnat you are reading is on the 
exCeO> YOU bo ve 10t cGivided up Ghe 


balance sheet 


$446,000,000 as you ere now dividing it. 


MR. 


the fully paid ordinery 


110. 2 OU 6b el uncer funded debs. 


Pua CHAIENAN: £ rpetlher wanted to get the amount of 
»oOCK, orelerred stock and deoen- 
6 698 tC 9576 = jichyrs of the sheres. 


CUre stock, 


SiR JOSEP] FlLaVvaLILE: 
as they show it 


the sén 
egsked 


10 is veeliy 
on the belance 


ne thing, 
a little 


sheet. [| 
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while ago where the debenture stock was, because they had 
put it in as funded debt. 

THE CHATRMAN: The reason for my question was to have 
in the first place your formal capital structure, and then 
to know how it stands. Where can we get the authority for 
issuing bonds? It must be defined somewhere, 

MR. LLOYD: I will make a note of that. 

THE CHAIRMAN: You can give the reference later. The 
particulars of the funded debt are given in the statement? 


MR. LLOYD: Yes, sir. 
THE CHAIRMAN: Is there mything further, Sir Joseph? 


SIR JOSEPH FLAVELLE; No, sir. Particulars of the 
$446,000,000 are somewhere in this statement? 

MR. LLOYD: That is on Exhibit C. 

SIR JOSEPH FLAVELLE: I suppose the difference between 
your debenture stock and vour bonds is that one is ver- 
petual, the debenture stock, and the other is for a period? 

MR. LLOYD: Yes, sir. 

LORD ASHFIELD: If I understood your previous state- 
ment you said that your borrowing powers thes 1S, your vient 
to issue debenture stock,is limited to the cost of acquisi- 
tion of -- 

MRe LLOYD: Building new lines or the acquisitim of 
the securities of leased lines. 

LORD ASHFIELD: Or of companics you may take over? 

MR. LLOYD: Yes, sir. 2 

LORD ASIFIELD: Does that mean that the total cost is 
to be carried by the issue of debenture stock? 

MR. LLOYD: Yes, we can issue debenture stock up to the 


cost of the securities that we buy. On branch lines we are 
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limited to a certain figure, $40,000 a mile. 

LORD ASHFIELD: And in respect of the securities of 
the €X1Sting undertaking. you can acquire those securities 
by the issue of debenture stock covering the full cost to 
the Canadian racific Railway? 

MER. LLOYD; Yes, sir. 

MR. COLEMAN: Usually when a branch line is authorized 
by Special Act of Parliament the amount of the bond issue 
is Sovecitied in the Act. 

LORD ASHFIELD: The arrangement as to debenture stock 
is & recent one, is it not? 

MR, LLOYD: No. 

LORD ASPFIELD: it is an old arrangement? 

MR. LLOYD: Yes. 

LORD ASHV IED: So the interest on the cost of new 
branch lines to the Canadian Pecifie is a fixed charge? 

. MR. LLOYD: Yes. 

LORD saSHFIELD: Phere fore if the braneh lines failed 
to meet their Pe those become a direct operating 
loss to the Canadian Pacific Reilwey? 

MA. LLOYD: Yes. 

LORD ASHFIELD: Putting it in another way, to that 
extent you are in exactly the same position es that of the 
Cancdian National Railways? 

MR. LLOYD: £ do not gquite understand that. 

LORD ASHFIULD: The point is this, that the Canedian 
Netionel Railways have no equity stocks on which any burden 
Gén tall in the @vent of & deficit, and therefore the 
money has to be provided from some source or another; that 
is with respect to the whole of their undertaking. 


NR. LLOYD: ves. 
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LORD .SHFPIELD: As I undorstand you now, with res rect 
to your branch lines operations, whatcvcer deficit there 
may be must be provided by the Canadian “acific Railway? 

MR. LbOxyD: Yos, sir. 

LORD ASHFIELD: Thorcfore of course it is somoethiug 
loss for the sharcholders of the Canadian racifie should 
they have to mect this deficit. 

ikke LLOYD: Yos. 

LORD «3 7 IELD: But so far as the Gocration of branch 
Lincs cr scg is COCO mnCa, you arc rceliy in cxactly the 
samc nosition es the Can. dian hctioncl Reilveys. 

MR. LLOYD: Yos, I agree. 


LORD SSHFILLD: You sco my point? 


MR. LLOYD: Yes, 

COMNISSI ONT LEAN: As between the powcr you have 
OL 19Ssuine Ccoch ture stock toy the (uli veluc of the lincs 
you acquired end whot you actuclly did, would th.t oc 
cxectly the same thing? 

| UR. LLOYD: No. 

THE CHAIRMAN: The limit in the statutc is 440,000 
& milo oF wieicver 14 ney bo. It is in the cequisition of 
Ma. scOuritics of lenccd 1incs or in the building of shivs 
Ghet thore is no limitction ~s to ..mount; theo restriction 
eriscs only out of the .ursosc for which the moncy is to 
be anolicd. 

COMMISSIONGR LEMLN: They cen do it, but have they 
issued dencnture ctock for thc full amount? 

PH CHALRMLAN: [s thet so, Ur. Lloyd; in the casc of 
ShG Oulldine of shios, for cxamoic, havc you bccn »roviding 
for the c¢oct by issuing dcbouturc stock? 


oe 


MR. LLOYD: Wo neve not conitelizcd all our shids. 
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THE CHAIRMAN: You have in some cases? 

MR. LLOYD: We have in some cases. 

THE CHAIRMAN: And in the case of the acquisition of 
securities of leased lines? 

MR. LLOYD: In that case it is pretty well taken care 
of through the issue of debenture stock. 

LORD ASHFIELD: May I ask why it is done that way, be- 
cause the Canadian Pacific Railway is a very substantial 
corporation; why is it that no part is borne by equity 
stocks? 

MR. LLOYD: Of course it is a cheap stock, a 4 percent 
stock. 

LORD ASHFIELD: It is looked upon by the Canadian 
Pacific Railway as an advantageous arrangement? 

MR. LLOYD: Yes. 

LORD «aSHFIELD: Not because your credit is not equal 
to the straint 

MR. LLOYD: Quite. 

DSLR JOSEPH FLAVELLE: What is the priority of this 
preferred stock as to dividend? | 

MR. LLOYD: The preferred stock is the first lien on 
our entire ee 

SIR JOSEPH FLAVELLE: You mean it comes before the bond 
interest? 

MR. LLOYD: Yes. 

SIR JOSEPH FLAVELLE: The first payment from any »vro- 
fits is payment of the dividend on your perpetual deben- 
ture stock? 

MR. LLOYD; Yes. 

SIR JOSEPH FLAVELLE: Of course, it is really a 


method of getting cheap money for the purvose of carrying 
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on your capital structure. 

Mie [uCrD: tes, sir. 

SIR JOSEPH FLAVELLE: Your capital investments, what- 
ever they may be; and you are limited in amount by the 
readiness with which the market will take the debenture 
stock and the provisions under which you can use it. 

MR. LLOYD: Yes, sir. 

THE CHAIRMAN: This debenture stock yields to the 
holder of it precisely what in income? 

MR. LLOYD: 4 percent. 

THe CHAIRMAN: That is all he gets? 

MR. LLOYD: Yes. 
LORD ASHFIELD: After all, this new financing is on 


a4 vercent basis. 
MR. COLEMAN: Providing we sell the bonds at par. 


SIR JOSEPH FLAVELLE: Under existing conditions, Mr. 
Coleman, what is the market rating value of tha t debenture 
stock? 

MR. LLOYD: It is around 80. 

LORD :SHFIELD: Do you mean now or during the vast two 
or three years? 

MR. LLOYD: Within the last year. 


LORD ASHFIELD: Before that when you were doing the 
financing what were you selling it at? 


MR. LLOYD: It did go down to 65 once. We have sola it 
at a premium. 
SIR JOSEPH PLAVELLE: When you speak of 65, you never 
zssued it at 65? 
MR. LLOYD: Yes, we sold it at 65. 
COMMISSIONER LORE®: What is the average price on your 
books for the whole outstanding amount at par? 


MR. LLOYD: I can gct that. I would say it would be 
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somewhere in the neighborhood of 86 or 90. 

THE CHAIRMAN: Now, Sir Joseph, I think you wanted to 
hear about depreciation; perhaps this would be a convenient 
point. 

COMMISSIONER LOREE: May I raise one other question? 
In the States when we sell bonds at a discount we charge 
that discount to profit and loss or to the life of the 
bonds. What is the position with you? 

MR. LLOYD: We charge that off against premiums we 
have on our common stock. 

SIR JOSEPH FLAVELLE: That is, in issuing your common 
stock you secured a premium which you carried to a special 
reserve, and you have used that special reserve. Do you 
use 1% also to liquidate the discount on your bonds? 

MR. LLOYD: We have done so, yes. 

SIR JOSEPH FPLAVELLE: So far as your cash is concerned, 
you only treat your stock premiums as a reserve against 
possible sale of securities at a lower price than par? 

MR. LLOYD: Yes. Of course, it is available for 
capital purposes -- the premium on our capital stock. 

SIR JOSEPH FLAVELLE: Has it been sufficient to take 
care of what you charge to it for betterments? 

MR. LLOYD: Yes, we have a considerable balance there 
yet, the premiums on capital stock, $69,000,000. 

SIR JOSEPH FLAVELLE: Unabsorbed? 

MR. LLOYD: Yes. 

LORD ASHFIELD: Before we come to the Question of 


depreciation, in order to clear up the position that might 
lead to the discussion of depreciation, may I ask you, Mr. 
Lloyd, what are the available reserves of the Canadian 


Pacific today? 


MR, LLOYD: You mean liquid? 


LORD ASHFIELD: Cash or in market securities you can 
sell. 
MR. LLOYD: At the end of last year we had cash to 


the amount of thirty eight and three-quarter million 


dollars, and the investments that we could dispose of are 
Carried at about fourteen million dollars. 

LORD ASHFIELD: Is that book value or their present 
day value? 

MR. LLOYD: That would be their cost value. We have 
&@ par value figure. [I should say that would be the par 
value. 

SIR JOSEPH FLAVELLE: That is investments you have 
made in securities so as to get some earning power on your 
Cash reserve? 

MR. LLOYD: Yes; for instance, Consolidated Smelters. 

SIk JOSEPH FLAVELLE: But you have a rather important 
investment side of that character, have you not? Those 
are thrown into a class by themselves, are they? 

MR. LLOYD: Yes, we keep those separately. 

SIR JOSEPH FPLAVELLE: When you speak of having 
thirty-eight million dollars odd in cash, do you mean that 
you are carrying in your various treasuries throughout 
the country uninvested cash of that amount not earning in- 
terest? 

MR. LLOYD: We are merely earning bank interest. 

THE CHAIRMAN: Mr. Lloyd, you can get us the reference 
showing the authority of the company with regard to bond 
issues? I am not speaking now of debenture stock especially. 
We want to get just a formal idea of the situation. 


MR. COLEMAN: Yes. I have the reference here to the 
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preference stock which could be issued. 

THE GHAIRMAN: This does not deal with debenture 
stock -- 56 Victoria, Chavter 41:"Shall not av any time ox- 
eeed one half of the aggregate amount of the ordinary stock." 
Then there is provision with regard to voting. 

COMMISSIONER LOREE: Do you carry the value of your 
unsold land in your balance sheet? 

WR. LOYD: Yos, under assets. 

COMMISSIONER LOREE: At what value? 

wR, LLOYD: The land is carried at various Values; 
about two dollars to three dollars below the market. 

COMMISSIONER ILOREE: That changcs from time to time? 

MR. LLOYD: We are writing it down all the time. We 
write our westeru acreage down a dollar an acre a year. 

Sie JOSPo) PLAVELLE: You write it into what? 

MR. LLOYD: Into our profit and loss. [%t just re- 
dueés our assets. 

SIR ‘JOSEPH FLAVELLE: Wheat is the corresponding entry 
on the other side of the book? 

Mh. LUCYD: 1% is in -- 

GTR JOGHEoH FLAVELLE: It is not an operating situation? 

Mm. LLOYD: Ob no. 

STR JOSEPH FLAVELLE: Does thet go into investments? 

wR. LLOYD: No. The only place where the land aopvars 
is in the balence shect. It does not touch on present in- 
Gome or ogerations. It is curried into surplus with other 
assets. 

STR JOSWoi FLAVELLE: The lands have 4 balanec sheet 
of their Own, nave they? 

MR. LLOYD: Yes, sir. 

STR JOSEPH FLAVELLE: And if you write a dollar an 
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acre off the land you take it off your reserve and credit 
your land? 

MR. LLOYD: Yes, Sir. 

COMMISSIONER LOREE: Mr. Chairman, there is one item 
in the Drayton-Acworth report that I am not quite clear 
about. They state the cash appropriated by the government 
for the benefit of the road, then they give the lands sold 
by the road from time to time at sales price and not at the 
value the lands had at the time they were given to the com- 
pany. The revort would seem to me to be incorrect in that 
respect. 

THE CHAIRMall: I think it would be more convenient 


to have a written statement showing in the first place the 


cash which the Canadian Facific ceceived by way of subsidies 


from the government, then the assistance by way of guaran- 
tees from time to time -- guarantees I suppose in resvect to 
which the government has never been called upon to inane 
good, the obligations having always been taken uo by the 
company; also the extent of the land subsidies and of the 
railway mileage that was taken over, and then particulars 
as to the way in which the company has vaiued the lands 
and the railway mileage. Just as Nr. Loree says, in the 
Drayton-Acworth report the land subsidy which wes given in 
1881, and surveyed and marked off about four or five years 
later, is treated as having a value equivalent to the 
price for which the land ought to be solid. Of course 
at the time it was given it was worth very much less than 
that. 

MR. LLOYD: Yes. 

MEE CHAIRMAN: Its value really was produced by the 


construction of the railway. 
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MR. LLOYD: Yes. 

SIR JOSEPH FLAVELLE: There wes no value until then. 

THE CHAIRMAN: But you must have dealt with that in 
some way. 1 think you will have no particular difficulty 
in providing a statement showing that. 

MR. LLOYD: No. I can give you the cash and the land 
that we received, and the value of the railway we received; 
I can give you that now if you wish. 

THE CHAIRMAN: Yes. On what basis do you arrive at 
the value of the railway? 

MR. LLOYD: The cost to the government. 

THE CHAIRMAN: I should have thought the proper way 
of dealing with it would be to charge it with the amount 
saved to you in construction. However, you treat it as 
having the value fixed by the cost to the government? 

WR. LLOYD: Yes. By way of cash -- I am speakingnow 
of the C.P.R.-- we received 40, 321,809. 

THE CHAIRMAN : That is Canadian Pacific Railway? 

Mk. LLOYD: Yes. 

STR JOSEP! FLAVELLE: That included the first grant 
of 25,000,000 and the subsequent grant? 

WR. LLOYD: That was 25,000,000. Then we sold back 
to the government 6,793,000 acres of land at $1.50 an acre. 

SIR JOSEPH FLAVELLE: Do you count that as cash* 

MR. LLOYD: Yes, we take that in lieu of the land. 
Then we received 19,917,386 acres of land, and the cost of 
the lines built by the government. 

COMMISSIONER LOREE: So at that time the land would 
be worth only $1.50 per acre? 

MR. LLOYD: Yes, although they refused to guarantee 


an issue of bonds against the landg valuing them at 75 cents 
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ali acre. 


s TH CHALINAAN: That is, the govermment refused? 


Mea. LLOYD: Yes. 


x 


SIk JOSEPH FLAVSLLE: Was not this in substance the 
rensaction: [t bSing difficult to finance at that time, 
and needing $10,000,000, you received that sum from the 
government and you gave them the 6,700,000 acres of land, 
which was valued at @1.50 an acre? 
MR. GLOYD: Yes, sir. 

SIR JOSE OU FLAVELLE: There were seriods during the 
development of the enterprise when both the government and 
the commany were in great anxiety as to how they would get 
on. This wes one of the methods whereby some of the 
25,000,000 acres of lend granted to the company “as reduced 
to 19,000,00 oda in order that the government could say: 
ic took back lands to the extent of 6,700,000 acres odd 
and gave you $10,000,000- They were not fixing the value 
of the land deiinivels. 

COMMISSIOMOR LOREE: What verc they offering the land 
tO ee eur 
@ CHalSan: A dollar an acre. 
MR. ULOYD: It was shout 2 dollar @n acrc aS you Sey. 
THE CH TATRMAN: Uncer the Suatute of 1679 it Was 


oursc, the sctticrs sicrc 


Q 


fixed 2t 2 Goller an ecre. OF 
honcsteaders. 

COLAISSIONUER LaAy: Is there any diffcrcnce in tne 
value of the land sola to the government and whet was lott 
to you? Did they select anything that had a more immediate 
market? 

MR. LLOYD: I would heve to look that uz, si 


I &m not quite sure of that. 
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THE CHAIRMAN : Of course, a good deal of this land was 
mot available for agriculturo at all. 

COMMISSIONER LOREE: You took title to the land? 

WR. LLOYD: Yes. 

COMMISSIONER LOREE: In the Statcs we hed to take out 
patents to each section. There were about 15,000,000 acres 
worthless beeause they were sand deserts and so on, and they 
were never patented. I wonder how much the Yoel value of 
that land was. 

THE CHAIRMAN: I think article 12 of the agreement 
shows ell that. There Wis a double substitution. In the 
finel substitution the company were given the right to 
select land anywhere in the Territories. 

Sip JOSHeH FPLAVELLE: Thet is it. Bear in minc, Mr. 
Loree, that the government wes soliciting @ group of men to 
undertake the revonsibility of building the Pacific line of 
reiluey from tidewater on the east to tidewater on the west. 
During the negotiations whe eovernmen’s undertook to give that 
group 25,000,000 acresand $25,000,000, and the company under- 
took to construct and complete within ten years tne line we 
ere now travelling over. During the process of construction 
thcy ren into @ difficult time of financing end had to come 
to tne government more then once for hcl», but they had 
ereau Gifficulty in eeduvine help. Public opinion ran very 
high, the Canadian vecifie Railway was said to be the 2et 
of one of the varties, and the other oarty eriticized the 
undertaking severely, with the result that this 1S one oF 
the things that wes done; the compeny surrendered e certain 
portion of their lands and received $10,000,000. 

THE CHAIRMAN: But there was an additional $5,000,000 


Sir Josevh. Did the whole “15,000,000 come from the result 
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of such transaction aS that exchange of your lends for 


money from the government? 


ky 


Mm. LLOYD: No. Originelly we got 25,000,000 acres. 


“We received anadditional land grant in connection with the 


Souris branch. 


ot 


THE CHAIRMAN: I em speaking now of the cash subsidy. 
You out thet at 640,000,000. Orizinelily the subsiay wes 
620,000,000. 

WR. LLOYD: Yes, end that is the 310,000,000 we ge 


t lend 


LOL 


evens. 


end 65,000,000 cdditional 


with subsequent 


Mu CHLIREAN: Vas thet 2 cash subsidy? 

we. LLOLD: Yes, sir. 

THE CHAIRMAN: When did you get thet? 

WR. LLOYD: We got part of thet in connection wit 
the Crow's Nest,%5,400,000, and the balance -- 

STR JOSEPH PLAVELLE: Very expensive money as it 
turnea out since. You got $3,400,000 in connection wit 


Crow's fest, and @ 
MR. LLOYD: 


Million and a 


halz 


In miscellaneous items. 


atm JOSEPH PLAVELLE: That covers the whole thing? 
wR. LLOYD: There was the value of the railways. 


Sil. JOSEcH 


PLAVELEe: You 


Wes there enything but thet 


for the construction of the 


Reilvweys 2b? 
MR. LLOYD: G67, 785, 5c0. 
Sik JOSEPH 
eovernment?: 
MR. LLOYD: Yes. 
Sia J0Gc22 PL:VELLE: 
#25,000,000 which you got 


snore line? 


+ 
ih 

4 

oS 

1 11} 
© Ul 


are fixing the value of the 


/ FLEVELLE: Theat being what those cost the 


$23 
Ron tee Inada 
De OL. 
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MR. LLOYD: No, we got other guerantees. I will have 
et that intormetion. 

SIR JOSEPH FPLAVELLE: That is to say, securities 
issued by you were guaranteed by the government, which you 
have since discherged without the government having to pay 
enything? 

MR. LLOYD: rcs. 

THE CHAIRMAN: I went to get the whole story of the 
assistance by the government. You will give us the refer- 
ence so we can get the authority with respect to the borrow- 
ing end issuing of bonds? 

MR. LLOYD: Yes. 

De oreciction 

STR JOSEPH FLAVELLE: In youraccounting whet method 
€o you edoot for depreciation? 

WR. LLOYD: We Go not usc depreciation et all. When 
e unit of cquipment is retired we charge into our expenscs 
the cost of replacing the unit. For ingtence, we nave 4 
box-car which originally cost us, we will sey, 6300, end 
thot Gor as to be repleccd by 2 car worth §4,000; we charge 
expenses with 83,000. We do not change our eznitel account. 

Gite JOS FPLAVELLE: You do not add to the Gc 014217 

MR. LLOYD: Us until the cnd of 1929. In 1930 vic 
ehenged and we went on the same vasis as thes used by the 
Cancdian National Railwey -~ the Inter-State Commerce 
Commission pesise | 

Ste JOSE2H FIAVELLE: Your equizment stood at 
“90,000,000; then you decide to ouy some now equiyzment to 
take the 9loce of the old. fou do Hot mean thct you chnerge 
the Gnuirse cost of the new canivment into the expenses ot 


the yor? 
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MR. LLOYD: Yes, Sir. 

Sth JOSHOH PLAVELLE: That is @ very horoic method. 
You write off the old equiyment? 

WR. LLOYD: The old remains in our investment. 

STR JOSEPH FLAVELLE: Whatever the scrap value was 
that you sold it for? 

MR. LLOYD: Yes. 

STR JOSEPH FLAVELLE: In the meantime all replacements 
became a full charge, including new equipment? 

MR. LLOYD: Not additions to our rolling stock; that 
wes capitalized. But where we replacedaunit the entire 


expense wes charged into our expenses Up until the end of 


eens 


Oa0. 
Sik JOSEPH FUAVELLE: What is your method now? 
MR. LLOYD: The same as the National. 
COMMISSIONER “EBSTDR: The Interstate Commerce 


Commission method? 


MR. LLOYD: Yes, with the exceotion that under the 
Interstate Commerce Commission you have to provide depre- 
C1ac10n. | 

COMA<ISSI CONER LOREE: Sir Joseph, the Interstate 
Commerce Commission is a branch of the Congress of the 
United States, « legislative body. Iu is a regulating body, 
not @ maneging body, according to the theory of the law. 
Gacy laid down the rule that where property was abandoned 
and not replaced the item could be charged 40 profit and 
10ss; but nerve it wus abandoned anc replaced the charge 
of the ebandoned sroperty was to go into expenscs. 1 
conducted on behalf of the Kenses City Southern some grade 
chengés, which involved the abandonment of certain lines 


ena the substitution of new construction. I elected as 
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maneger of the property to charge the value of the abandoned 
lines to profit and loss. Rither method would be correct 
accounting: I could charge it to profit and lcss or to 
expenses. That case went to the Supreme Court, and we 
challenged it on the Question of management, but the Supreme 
Court sustained the Commission on the ground that it was a 
question of regulation. That practice was in vogue for 
twenty years. The Erie railroad a year or two ago went 
very heroically at work on its eQuipnient and retired about 
10,000 cars, and about a thousand locomotives. ii that 
charge was made to expenses it would put the road in re- 
ceivership. Faced with thet condition, the interstate 
Commerce Commission became cautious and issued an order 
allowing the Erie road to charge that to profit and loss. 
There is trouble because the Northwestern and several other 
lines came in with similer requests. Just where they will 
finally end I do not know. 

STR JOSEPH FLAVELLE: The apprehension I always have 
with respect to equipment at eny time is the retaining of 
the substantial capital gum with the plus of the new equip- 
mont coming on, in which there is always a considerable per- 

entage that is kept active but is not as desireable as the 
new. | 

COMMISSIONER LORBEE: I think the practice has been 
very much abused by American ro2ds in the paso. 

STR JOSEPH FLAYVELLE: Where thet practice is followed 
in 6p industrial plant, and the banker comes into possession 
of the property, he finds en utterly overloaded equipment 
secount for which there is no tangible asset representing 
anything like the investment on the books. IT have always 


felt thet the proper keeping of the ecuipment Within due 
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proportions is as much a charge annually on the business as 
the wages of the work people. Set aside a separate cash 
fund and dig it into the business to do its work by ali 
means, but let each year bear its full share of the use of 
the equiyment and its later retirement because it becomes 
ineffective. 

COMMISSIONER LOREE: An alternative method which would 
being adout the same result would be reduction of C&pital. 

STR JOSEPH FLAVELLE: Quite. 

COMMISSIONER LOREE: Mr. Cassatt and I figured over 
a long time the question of the relation of profit and loss 
to the casital stock issue. If we had on Syoftit and ioss 
@ surglus of 5 3ercelt of the stock issue we felt that 
“ould be a safe minimum. When the Delaware and Hudson 
Company made its separation it had a stock issue of 
$51,000,000 and a profit and loss eredit of 340,000,000. 
That has grown all over the country; we have been oiling 
U5 wrotit and loss credits on the books but are unable to 
use them as would 2 commercial company. 

SIR JOSEPH FLAVELLE: To meet the ruling of the 
Interstace Commerce Commission. 

COMMISSTONER LOREE: Yes, I think it has been very 
detrimental to the property. 

STR JOSEZH FLAVELLE: I would judge that your yresent 
method is not es severe on your profit and loss statement 
eas your 014 metnod. 

MR. LLOYD: No, sir, it is not. 

STR JOSHEH FLLAVELLE: Not sveeking in any Gritical way 


t £11 of how the Cenzdian facifie make their entries, the 


CO 


tendency is to treat denreciation as 2 flexible taing, buat 


“hen vou heave goog times you cen be vvetty liberal end when 
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you have bad times you must make it as small as pvossible. 
in my judgment this is wholly unsound, .or, to use an ex- 
pression which we heard the other day, fooling yourself as 
+o the true situation of the development of the business. 
However, when you get into competitive lines that keep 
accounts in another way, sometimes there may be temptation 
to follow the same easy method. 

MWR. LLOYD: Our main difficulty was that we were 
running u> against the replacement of a $10,000 locomotive 


ith |100,000 locomotive, and it hit us too hard. 


9 


Sin JOSEPN FL..VELLE: Of course, you must have had 


oretty heavy equipment account at the end of 1929 by the 


wR. LLOYD: We had a reserve of $9,000,000; 


Siz JOSE2H FPLAVELLE: Is that what you call your 
retlecement account? 
MR. LLOYD: Equipment replacement. 


a 


! FLAVELLE: Your equipment replacement weulc 


Si J 6 
mot 2.0 very iar in adsorbing 4 new locomotive. 
TR. LLOYD: No. We have 49,000,000 there. The result 


Guile . 


thoG prior to 1940 is that we have equipment 1n- 


2) 


OL oul & 


ventoried at a value of $50,000,000 more than it is carried 
at in the books, and during the ten year yeriod that we nave 
compiled here our charges to expenses represent a rate of 


3.6 vercent in lieu of depreciation. 


SIR JOSEPH FLAVELLE: 3.5 »ercent upon the cost of the 


MR. LLOYD: Upon the average value of the equi oment 
during the ten years. 
STE JOSEZH FLLVELLE: Might I ask you -- it comes in 


in the same connection, although in another field when you 
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present your hotel earnings -- what is your practice in 
relation to depreciation in making up your hotel earnings? 

MR. LLOYD: It is not in there at all; we did not 
assess any depreciation against hotels. 

SIR JOSEPH FLAVELLE: What about your interest on 
the investment? 

MR. LLOYD: That is not there sither, sir. It is 
merely a straight case of earnings and expenses. 

SIR JOSEPH FLAVELLE: Your replacements, new furnish- 
ings and alterations all go into the general railway earn- 
ings? 

MR. LLOYD: “hey are all out of hotel earnings. 

STR JOSEPH PLAVELLE: After you once buy the first 
equipment, subsequent replacements are charged against 
the years operating -~ 

MR. LLOW: Of the hotel. 

SLR JOSE 7H PLAVELLE: But nothing is charged for the 
devreciation of the buildings in your actual accounting? 

WR. LLOYD: No, sir. 

STR JOSEPH FLAVELLE: And nothing is charged for in- 
terest? 

MR. LLOYD: No, sir. 

GTR JOSEPH FLAVELLE: Do you credit the hotels in 
the orofit you show for some advantage - the railway Bas 
haG from selling tickets? 

Wk. LLOYD: No, sir. 

STR JOSEPH FLAVELLE: This is @ -- 

MR. LLOYD: -- pure hotel account. 

STR JOSEPH FLAVELLE: Simply so much money spent for 
food and service, and so much comes pack to you in revenue 


from your guesis? 
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NR, eLOYD: fea, sir. 

SIR JOSEPH FLAVELLE: And you absorb interest in your 
general statoment when you are clearing up accounts of the 
whole railway? 

MR. LLOYD: Yes. 

SIR JOSHOH FLAVELLE: You Go not put them into the 
hotel expenses? 

Me. LLOYD: No. 

STR JOSC°H FLLVELLE: [I suppose in 2 rough and roady 
way you have an advantage in the hotels by reason of the 
tickets that arc sold thet otherwise might not be sold if 
you @id not have the hotels; you credit them with that? 

MR. LLOYD: No, siz, they ect no credit. 

STR JOSEPH FLAVELLE: Is the tendency under those 
circumstances for the hotel investment -- I am not includ- 
ing nev hotels -- to steadily rise? Ti 1 take botel A, 
under your method docs it increase in value by reason of 


improvements end betterments that are not aosorpcd in the 


MR. LLOYD: Anything that is strictly a capital 
charge is added to the cost of the hotel. 


SiR JOSEPU FIAVELLE: That is, if you make an extensive 


VR.LLOYD: If we make en extensive changc. 
Stk JOSEPH FLAVELLE: The term “capital cherge”™ is 
capable of & great number of interpretations. 
icR, LLOYD: I know we always try -- 
Gtr JOSMOH FIAVEDLE:-- to Grr on the prudent side. 
MR. LLOYD: yes. 
STR JOSELIE FLAVEDLE: You have had the moncy with vWoLCh 
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GR. LLOYD: 6s. 

MVE CHAIRMAN: Is oxpenditurc on cntircly new oquid- 
mont for hotels trcatcd as a capital charge as you do with 
respvect to the railways? 

WR. LLOYD: Yes, sir, any replacement to the existing 
equioment is oserating expense. 

Mie CHAIRM.:N: Quite so; but the cost oz new eguis- 
ment is treated as a capital charge? 

Vk. LLOZD: yes, sir. 


ST2 JOSE2H FPLAVELLE: You speak of new equipment. 


ct 


If the management said,"This thing won't do," and you ull 


out the old equipment and vevlace it, does that go to 
capital account? 


WR. LLOYD: Wo, thas is replacement unless -- 

Sie JOSEPH PusVELLE: But if you were building a en 
section, that of course becomes a2 charge? 

MP, LLOYD: Theat becomes capital. 

Sia JOSEeH FLAVZLLE: Im other vords, you do not :o0ol 
yourselves. 

ER. LLOYD: We try not to. 

LORD ASUE ELD: Let me understand whet this fooling 
 rocess means or does not mean. Take a locomotive that 
stands in your books at $10,000, and you buy a new locomo- 
tive, we will assume the one we have seen this morning 
pulling this trein, whieh would cost? 

MR. LLOYD: About 100,000. 

LORD ASHFIFLD: How is that transaction dealt with 
in your accounts: | 

MR. LLOYD: Uo until the end of 192? that ninety 
thousand Gollers odd had to be provided out of expenses; 
in fact the whole $100,000 had to be provided out of 


exnenses, we did not change she cavital account at eile 
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LORD ASHFIELD: Now you have altered that? 

MR. LLOYD: Yes. 

LORD ASHFIELD: You have substituted for that an 
arrenzenent whereby $90,000 is charged to capital account 
ané $10,000 to operating expenses; is that right? 

we. LLOYD: Of course, in the final analysis that is 
what Rappers; you wipe out $10,000 entirely and write in 
the new, so your capital is only disturbed to the extent 
of -@90, 000. 

TLO2D ZSHPIEID: That is a serfectly fair arrangement, 
46 i mot? it is sound finance. 

MR. LLOYD: There is nothing wrong with that that I 
can see excent this question of devreciation. 


LORD AGEPIELD: Wwe «ill come to that in a Minute. 


Page 215 follows. 
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LORD ASHFIELD: Referring to page 1 of the appendix 
marked P-B, I would direct your attention to an item in 
liabilities account, reserve and appropriations, $42,812. 
What is that? 

MR. LLOYD: That is composed of our equipment re- 
placement, our steamship replacement account, and the reserve 
fund for contingencies, and then a special reserve to meet 
taxes. 

LORD ASHFIELD: It represents sums of money taken 
out of revenue in past years, which in 1950 had reached 
$42,800? 

WR. LLOYD: Yes sir. 

LORD ASHFIELD: The difference, then, between the 
$58,000,000 -- let ua keep to round figures -- in 1929 and 
the $42,000,000 in 1930 means that you have spent that 
$16,000,000 on equipment and taken it out of reserve account? 

MWR. LLOYD: Yes -- it is not only equipment, sir; 
4¢ is other items as well. 

LORD ASHFIELD: It is not rolling stock? 

MR. LLOYD: Not altogether; it may be buildings, 
steamships. 

THE CHAIRMAN: And taxes also, you said. 

VR. LLOG: Taxes, yes. 

SIR JOSEPH FLAVELLE: Are these amounts each year 
the residue at the end of the year to the credit of that 
account? 

WR. LLOYD: Yes Gite 

STR JOSEPH FLAVELLE; For instance, in 1921 it was 
679,000,000; then it commences to travel down, and in 1925 
it reached $57,000,000. What had happened to reduce 10% 


MR. LLOYD: You see, we are the bankers for our 


steamship company, and we were bankers for the Allan Line 
Steamship Company. We carry that in our reserves for 
contingencies, the amount of the money that we owe to them, 
and that was largely depleted by the winding two or the 
settlement for the Allan Line, and the payment of taxes. 

SIR JOSEPH FLAVELLE: Did you incorporate it into 
yours? 

Mie LLOZD: ‘Yes. We had a big adjustment there 
With the British Government on taxes. 

THE CHAIRMAN: That was in what year ~-- 1925? 

MR. LLOYD: It was from 1921-22 to 19co. 

SiR JOSEPH FLAVELLE: You mean taxes on your steam- 
ship services? 

MWR. LOYD: Yes, with the British Government -- it 
was an excess profits tax. We were fighting them and we 
had to carry the amount in reserve until we had to pay. 

LORD ASHFIELD: Have you seen the new form which 
has been prepared by the Secretary asking for certain in- 
formation from the Canadian National Railways? 

Ne. LLOYD: No. 

THE SECRETARY: I gave that to the Canadian National, 
sir; did you want that same form for the Canadian Pacific? 

LORD ASHFIELD: Certainly. That form will deal 
with the question of depreciation; it puts both undertak- 
ings on the same basis. You will have an opportunity to 
sec that form, and you will be able to prepare the figures 
accordingly? 

WR. LLOYD: Yes sir. 


TORD ASHFIELD: I will not waste your time by deal- 


ing with it now. 
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Sik JOSEPH FLAVELLE: I presume as far as hotel 
investments are concerned you alter your judgment from time 
CO Gime according to the circumstances, as to whether you 
will increase your hotel accommodations still further. 

Take, for instance, &@ sglituation such as England; the esta- 
blishment of a hotel in England grows out of what condi- 
tions of 3 railway enterprise? 

MR. LLOYD: Theat is a pretty hard question for me 
tO answere 

SIR JOSEPH FLAVELLE: Perhaps I should ask Mf. Cole- 
man that. What are the circumstances, Mr. Coleman, that 
would suggest that a hotel in England is part of a railway 
enterprise in Canada? 

MR. COLEMAN: ‘Well, to encourage interest in Caneda, 
to stimulate traffic on our railways, and to bring the 
Ganadian Pacific to the notice of the people residing in 
Great Britain. 

STR JOSEPH FLAVELLE: There would be no entry in 
the books showing the advertising value of the whole thing, 
from the point of view of what you say, Mr. Coleman, in 
that regard? | 

‘MR. COLEMAN: No. 

STR JOSEPH FLAVELLE: It is part of a general Colic, 
in which you felt the publicity you would secure justified 
the expenditure? | 

MR. COLEMAN: Yes. There is a steamship company, 
a railway company and a colonization agency. 

COMMIS SONER LEMAN: Referring to the appendix, pegy 
5-5, it would seem chat the ratio of earnings to expenses 


aoe ns ir ereas 
in passenger service has been steadily mounting, wh BI 
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the ratio of earnings to expenses in freight service has 
been steadily going down. Can you place your finger on 
any special reason for that? 

MR. LLOYD: Well, of course the passenger revenue 
has been going off to a certain sxtent, and the service has 
been largely maintained. There have been reductions in the 
passeng:r service, but that is really the principal factor. 

THE CHAIRMAN: Reductions in revenue? 

MER. (LOYD: Reductions in revenue. I would 
ettribute the decreasing operating ratio in freight service 
Jargely to efficiency. 

MR. COLEMAN: Some of the passenger loss, of course, 
is due to more luxurious service. 

MR. LLOYD: Earnings were steady but expenses were 
going up. 

SIR JOSEPH FLAVELLE;: Taking your operating accounts, 
when you say you charged to your operating expenses the cost 
of equipment replacement after the fashion you have indicated, 
would that be included in your expenses and be a factor in 
your ratio? 

MR. LLOYD: ‘Yes. 

STR JOSEPH FIAVELLE: For instance, you operated on 
the basis of 78 per cent; you included in the expense of 
such operation the taking care of the equipment after the 
fashion you have indicated? 

WR. LLOYD: Yes sir. 

STR JOSEPH FLAVELLE: For instance, if a $100,000 
engine replaces a $10,000 engine, $90,000 would be charged 
into expenses? 


MR. LLOYD: There would be $100,000 into cxp nsus. 
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SIR JOSEPH FLAVELLE;: And the other $10,000 would 
be credited back? 

MER. LLOYD: The capital is not disturbed: the 
whole $100,000 is charged to expenses. 

SIR JOSEPH FLAVELLE: And that would represent the 
Operacloe ra7i0 Of (3, 36 anc 68 per cent? 

Mis 2LCYD: Yes sir, iG is part of our expenses, 

LORD ASHFIELD; With regard to page 4 of this 
Sppencdix, first line, gross earnings, does that mean gross 
earnings from railway and steamship operation alone? 

Neh. LLOYD: That is railway only. 

LORD ASHFIELD: Only railway operation? 

MR. LLOYD: Hailway only. 

LORD ASHFIELD: And when you come to line 0, special 
income, what floes that ine ude? 

MR. LLOYD: Thet is net -- I will give you the 
headings. 

THE CHAIRMAN: Here it is on page 6. 

MR. LLOYD: The first heading is revenue from in- 
vestments and available resources; that is a group of our 
investments that were not capitalized. The next heading 
is interest on bank deposits and interest on dividends and 
other securities: that is the balance of our investments 
plus the bank interest. Mhe next one is the net earnings 
of ocean and coastal: steamship lincs. 

LORDASH FIELD: What is the explanation of the 
sudden increase of 1929 to 1950? 

MR. LLOYD: What bs that, sir? 

TORD ASHPIELD: The third item -- ocean and coastal 
steamships. 


MR. LLOYD: That is the Allan Line -- there is a 
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footmote there. [here was 4 special distribution of 
$6,500,000. 

LORD ASHFIELD; Something exceptional in the year? 

MR. ULOYD: Yes, 1t was the winding up of the Allan 
dine. 

COMMISSIONER LEMAN: That would be non-recurring 
income. 

MR. LLOYD: Quite so. It was virtually a liquidat- 
ing dividend. We owned ali the stock in the company. 

SIR JOSEPH FLAVELLE;: Which apparently had a liquid 
value of $6,000,000 greater than the amount at which you had 
Gerried 107 

Me. LUO: Yes, Of course there was some of the 
profit in there, although it had all been disposed of; we 
had either bought the ships or had lost them during the wer 
or disposed of them to the Government. 

TORD ASHFIELD: One mieht put it this way -- it is 
a windfall in that year? 

MR. LLOYD: Exactly. lt will not occur again. 

COMMISSIONER LEMAN: It was a hidden reserve that 
was brought out that particular year. 

MR. COLEMAN: It is referred to in the President's 
address at the annual meeting of the shareholders. 

STR JOSEPH FLAVELLE: The statement shows your total 
earnings, including steamships and everything else? 

MR. LLOYD: Yes, we bring them down on page 4A -- WE 
show our total income there before fixed charges. 

HE CHAIRMAN: Is it in the income statement? 

MR. LLOYD: Yes sir. 

STR JOSEPH FLAVELLE;: The total income brought down 


5 : + “ 
here is after expenses and includes all your operations: 
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MR. LLOYD: All our operations exclusive of the land. 

oiK JOSEPH FLAVELLE: It includes the steamships? 

MR. LLOYD: Steamships, telegraphs, hotels, and so 
Torun. 

SIR JOSEPH FLAVELLE: So this is really a complete 
income statement -- this appendix, page 4? 

Mie LLOYD: Yes. 

COMMISSIONER LEMAN:Is the pension fundin your gener- 
al statement or is it treated as an entirely separ&te item 
Of liability? 

MR. LIOYD: The only thing that is embodied in our 
statement in that respect is the company's contribution to 
the fund. 

COMMISSIONER LEMAN: Yearly? 

MR. LLOYD: Yearly. 

COMMISSIONER LEMAN: And after that it disappears 
from your balance sheet? 

MER. LLOYD: Yea. 

SIR JOSEPH FPLAVELLE: With regard to the railway 
accounting so far as the operation of manufacturing is con- 
cerned, you make some of your equipment, do you nov? 

ME. LLOYD: Yes sir. 

SIR JOSEPH FLaVELLE: Are those accounts carried as 
a separate entity? 

MR. LLOYD: No, they are carried in the general 
accounts. 

STR JOSEPH FLAVELLE: They will find their way there 
ultimately, of course, but are they carried as 4 separate 
envity? 

WR. LLOYD: There is a special accounting for man- 


ufacturing, that is to say, we add a great deal more into 
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the cost of building equipment than we would in repairs of 

equipment. In the repairs of equipment, the cost of main- 
taining the shops goes to buildings and the cost of operat- 
ing the shops goes to shop expense. In the case of manu- 

facturing we assess against the operation a percentage re- 

presenting the maintenance of buildings, insurance, and the 
Turning of we plantc. 

SiR JOSEPH FLAVELLE: And apart from the service 
rendered by the shops have you a separate profit and loss 
account? 

ha. LOO: oc. 

Slik JOSHPE FPLAVEILLE: it finds its way into the 

general operating situation? 

MR. LLOWD: Yes. 

SIR JOSEPH FLAVELLE: And is cleared into your 
operating expenses of the year, plus or minus, as the case 
may be? 

PR. LOYD: es. 

COMMISSIONER LOREE: I would like to ask Mr. Coleman 
this: taking the year 1915, the close of a normal period 
of Operation and development, interrupted by the war and 
the great advance in the cost of materials and wages, could 
you let us have a general statement showing the wages paid 
to workmen and the cost of some of the principal items 
of material, 1915-19297 

MR. COLEMAN: Yes, I will obtain that. 

COMMISSIONER LEMAN: In regard to the apportionment 
of expenses as between passenger and freight costs, what 1s 
the basis on which you make the division? 

MR. LLOYD: There are certain expenses that are 


directly assignable, that is to say, wages, fuel and re- 
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pairs of equipment; and the maintenance of way is assigned 
On the basis of fuel consumption. 

COMMISSIONER LEMAN: On the basis of fuel con- 
sumption as between the passenger trains and the freight 
trains? 

MER. LoCyD: Yes. Then there are a lot of arbitra- 
Ties that are introduced; there are certain expenses that 
Cannot be directly assigned, and these are divided on the 
basis of the assigned expenses. Phere is a general for- 
mula issued by the Interstate Commerce Commission. 

COMMISSIONER LEMAN; You follow the rulings of the 
Interstate Commerce Commission? 

MR. LLOYD: We do and we do not. What 1 mean by 
that is we do not keep a current divisionof our expenses 
between freight and passenger. We do that probably once 
a year. here is no demand for it in this country. 

THE CHAIRMaN: It is merely an application of the 
formula. 

MR. LLOYD: Yes, to our figures. 

THE CHAIRMAN: And the ratio established corres- 
ponds to the reality: 

MR. LIOYD: Yes, very closely. We have tested 
that out and they run very closely. As a matter of Lact 
4f you split your expenses on the basis of your earnings 
you get practically the same thing. 

LORD ASHFIELD: May I ask you now about your rights 
under your charter to deal with the construction of branch 
lines. Will you briefly explain what those powers are? 

MR. COLEMAN: We have the right under our charter 
to build a branch line which is projected from a point on 


our main line as originally fixed, without applying for a 
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Stecial act of Parliament. Any other branch line -- 

THE CHAIRMAN: Anywhere in Canada? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: How do you acquire land for the pur- 
pose? 

MR. COLEMAN: By negotiation. 

LORD ASHFIELD: No other way? 

MR. COLEMAN: No. Well, we have the right of ex- 
propriation. 

LORDASHPIELD: That is what I meant. This right 
bo Guild branch lines carpies with it the right to expro- 
priate land? 

MR. COLEMAN: Yes, that is provided in the general 
Railway Act. 

THE CHAIRMAN; All the compulsory powers with re- 
spect to the construction of railways. 

LORD ASHPIBDD: if you are not able to agree on a 
Price with the owner of the land, what provision is made for 
compensation under the charter? 

MR. COLEMAN: The charter makes no provision that I 
am aware of, The usual procedure is for each of the par- 
ties to select an arbitrator; they appoint a third, and the 
decision of the majority is final and binding. if the 
decision of the majority awards the owner less than the 
amount offered by the railway company, the owner pays 
the cost of the expropriation proceedings; if more, the 
railway company pays it. 

COMMISSIONER LOREE: What time does the wheat har- 
vesting begin? 

MR. COLEMAN; It varies, but normally it begains 


about the third week in August. 
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COMMISSIONER LOREE: About what time would the ship- 


ments cease? 


MR. COLEMAN: When the only outlet was through Lake 


euperior they pretty well closed down about the 10th of 


December, but now that the grain is shipped through Vancouver 


it can move throughout the winter. 


( At 12.45 p.m. the Commission adjourned 
Until 6.50 p.m.) 


The Commission resumed at 3.30 p.m. 

MR. LLOYD: May I correct a statement I made this 
morning, Mr. Chairman, about the preference stock? 

THE CHAIRMAN: Yes. 

MR. LLOYD: The Act permits the creation of such 
preference stock as may be authorized by a two-third vote of 
the shareholders at any special meeting called for the pur- 
pose, and limits the total issue to one-half the amount of 
the ordinary shares at any time outstanding. 

THE CHATRMAN: That means subscribed? 

MA. LLOYD: ‘Yes. . 

THE CHAIRMAN: That is what you said this morning. 

MR. LLOYD: But that is with regard to the voting. 
The Act also provides that the new stock may be issued in 
sterling amounts and that the outstanding ordinary stock 
may be converted into sterling stock at the holder's request, 
every £20 of sterling stock, whether ordinary or preference, 
to have the same voting power as a share of @100 of ordinary 
stock. 

THE CHAIRMAN: That seems, as you put it, to be 


limited to the sterling preference stock. 
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LORD ASHFIELD; It means, as 1 understand it, that 
the preference shareholders having their sharcs in dollars 
rave ab boeir option the righc Go have it exchanged into 
Sverling. in the event of being exchanged into sterling 
£07 the purpos: Of idcmvityink Uneir voting rights it is 
based on a £20 value of stock in relation to $100 value of 
stock. That would result in a parity between the sterling 
value and the dollar valuc. 

THE CHAIRMAN: What is the statute referred to? 

MR. LLOYD: This is the annual report. 

COMMISSIONER MURRAY: Did you not say this morning, 
four shares Go one vote? 

Pa. uo: Yes, but wocn 1 made the statement, 
four to one, I was thinking of our stock being split. ‘The 
common stock wes spilic four to one. 

Me GO als Vill you give ~e the reference to 


Coe statute: 


MR. LLOW: Gais is only the annual report, sir. 
"Your directors consider that it will be desirable that a 
portion of the cash reserves expended on capital account 
should be restored within @ short time, and to this end, 

in order to implement and extend the powers of the company 
to issue forms of Seciritieg Other than those it is already 
empowered to issuc ana which are more appropriate to pre- 
sent market Sonditions, have made application for an amend- 
ment to the company's charter permitting the issuance of 
bonds, debentures or other securities, collateral to or in 
lieu of any consolidated debenture stock which the company 
is or may hereafter be empowered vo issue.” So that we 
are empowered to issue these collateral bonds. 


THE CHAIRMAN: You mean, convert your debenture 


= 0977 _ Mr. Lioyd 
Mr. Coleman 
stock into debentures? 

MR. LLOYD: Yes, and put up debenture stock as 
collateral. 

COMMISSIONER LEMAN: May I ask if the debenture 
stock carries a mortgage on the property? 

Me. b20%D: it is the first cherge on the propcrty. 

COMMISSIONER LEMAN: in the form of a mortgage? 

Me. biovD>: i do nob know Ghat icv is Gxactly in 
the form of a mortgage. | 

THE CHAIRMAN: It is a floating charge. We 
Will get that [rom the statutes. 

COMMISSIONER LORBEE: Could you give us a statement 
comparing the labour and material COscos, gross income, 
expenses and net -- comparing the year 1913 with 19307 

MR. COLEMAN: Yes sir. 

COUMISSIONSR LOREE: The great rise in wages has 
pol Deer Overcome by the reduction 4n forces. Another 
question i wanted to ask was this: First, would the public, 
OO you think, sanction the unification of all the roads in 
Canada under a private operation? 

MR. COLEMAN; Well, that is a very difficult 
guestion, sir. , 

COMMISSIONER LOREE: What is your general im- 
pression? You live in the country and hear more or less 
discussion, and so on. 

MR. COLEMAN: I think it would, if 10 was a@ con- 
sidered recommendation of this Commission, supported by 
the necessary facts and arguments. 

| COMMISSIONER LOREE: Would it be more practical 
or more nerecnbic to the public sentiment, do you think, 


if they were united into two companies, one having all 
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the 1166s Wost of say Port William and the other all the 
lines east of Fort William? 

MR. COLEMAN: No, I do not think that would be 
acceptable. 106 objection to unification in any form is 
the old argument against monopoly. In thet case you 
would have two monopolies in the country, one east and one 
West, and if the element of unpopularity enters into it at 
Bil 1G would be strong in both sections. 

COMMISSIONER LOREER: Now, can you tell us some- 
thing eoo0ul the operation of the Granch lines? 18 it 
possible to suspend operation altogether on some of the 
bFarnches, or can they be substantially reduced? 

MWR. COLEMAN: Well, we do substantially reduce 
the train services in winter months where that is possible. 

COMMISSIONER LOREE: What is the extent of the 
extreme reductions you make? 

MR. COLEMAN: We make a reduction on some branch 
Jines to one train each way a week. 

COMMISSIONER LOREE;: When you do that do you make 
the round crip? 

MR. COLEMAN: It depends on the length of the 
branch line. 

COMMISSIONER LOREE: Or do you go up Monday and 
come back Tuesday, or something like that? 

MR. COLEMAN: In some cases we go up and come 
back on the same day, in others consecutively. 

COMMISSIONER LOREE; You can do that on account 
of the wage situation? 

MR. COLEMAN: Of course any reduction in train 
service here has to be posted for ten days and notification 


given to the municipality and also to the Railway Commission. 
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COMMISSIONER LOREE; In your maps you indicate 
that there is a line north of Edmonton that is operated 
jointly by yourselves and the Canadian National. 

MR. COLEMAN: Owned jointly but operated indepen- 
dently. lit is an independent organization. 

COMMISSIONER LOREE: To what extent do you think 
@ joint operation of branch lines would be conducive to 
economy? 

MR. COLEMAN: Not particularly in that area. 

COMMISSIONER LOREE: Generally in this western 
region between the Rockies and the lakes. 

WR. COLEMAN: fi would not say there were very many 
Opportunities for that. We have some lines, of course, 
which we have built and own jointly. 

COMMISSIONER LOREE: Have you thought anything of 
the abandonment of any of your lines and the joint use of 
the remaining lines? What I had in mind was an opera- 
tion such as from Kamloops to Vancouver, or between Ottawa 
anc Montreal, where the lines seem to be very close to- 
gether; or between North Bay and Fart William. 

MR. COLEMAN: As to eastern Canada I am unable 
to speak. As far as the west is concerned we have never 
had any negotiations respecting the lines between Kamloops 
and Vancouver. We have had tentative discussions about 
the joint use of short pieces of mileage where the lines 
were parallel and close together. 

COMMISSIONER LOREE: if there were unified con- 
trol, to what extent do you think that would be carricd out: 

MR. COLEMAN: Under unified control there would 
be a very considerable extension of the principle, 1 should 


thine. 
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COMMISSIONER LOREE; Tell me something about the 
line from Calgary to Petain and the line over from Macleod 
tO Pelain: what are the relative grades and lengths of 
those two lines? 

MR. GCOLEMAN: Calgary to Lake Louise is a runnins 
one per cent. West bound of course there is a descending 
erade from lake Louise to Picelid 2.2 per cent. Then you 
have a descending grade from Leanchoil to Golden, seven- 
Teen miles. of 2 vor cenl. hen we have one per cent from 
Leanchoil to Beavermouth, and then approximately ten miles 
Of 2.2 per Cent to the summit of the Selkirks: then a de- 
scending grade of 2.2 for twenty-five miles, and a runnine 
one per cént until you get to the foot of Notch Hill, which 
158 nine Miles long on each sido; that is 1.9 per cent. 
then from chere to Vancouver it is all a one per cent 
grade, except where we reduced 1> for some fifty miles to 
four-tenths westbound. 

- COMMISSIONER LOREE; What about the line between 
“Macleod and Petain? 

MAR. COLEMAN: Through the Crow's Nest Pass we have 
One per Gont, anc on Farron Hill, which is twenty-five miles 
On €ach side, we have 2.2. aben it is one per cent until 
you get to the summit above Okanagan Lake, when wo have a 
descending grade of twenty-five miles, 2.2; then an ad- 
verse grade, tweimty-five miles, of 2.2 to get out. 

SOMMISSIONER LOREE: One line has no particular 
advantage over the other, then, in the matter of grades? 

MR. COLMAN: No. The southern route is rather 
the worse of the Uwo. 

COMM™TSSIONER LOREE;: The Yellowhead Pass seems to 


be substantially lower than the summits you mentioned, ex- 
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ecpt that around Jasper there seem to be no grades of any 
Consequence =~ tneat is, they are guite low. I wondered 
what would be the effect under unified operation of aban- 
doning the line between Calgary and Kamloops and running 
through Edmonton instead of Calgary. 

MR. COLEMAN; Well, the Yellowhead Pass, as you 
know, has a grade of seven-tenths of one per cent, and once 
you @°0 Over that it is practically a water grade into Van- 
couver. they are practically on the same parallel of 
latitude, and the distance from Calgary to Vancouver is 
One hundred and thirty miles shorter than it is from Edmon- 
ton to Vancouver. 

COMMISSIONER LORE: If you started back at Winni- 
peg Or in that neighbourhood, that would not be so marked, 
would it! 

MR. COLEMAN: No. 

COMMISSIONER LOREE: = did figure it up from Mon- 
tres] and 10 seems to be only a hundred miles longer from 
Montreal through Edmonton than from Montreal through Calgary. 

MR. COLEMAN: But the heavy load rate traffic is 
westbound from Alberta to British Columbia. 

COMMISSIONER LOREE: The lower section of Alberta. 

IR. COLEMAN: Yes. Of course now that they are 
developing the Peace River country there will be a larger 
Production in the north, but for the time being there is a 
larger production of grain in southern Alberta which would 
come into Calgary than there is in the territory which would 
come into Edmonton. 

COMMISSIONER LOREE: Could you give us a map show- 
ing both the lines in different colours? 


MR. COLEMAN: Yes. 
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COMMISSIONER LOREE: Showing where joint operation 
would be advantageous, indicating in each case the owner- 
Sin Of che tine, also what lines could be abandoned in the 
case of single ownership. Taking a long look ahead, would 
you also show on the map what construction you think is go- 
ing tO be justified, not next year bub ten or fifteen years 
from now. 

ME. COLEMAN; You mean for the whole of western 
Canada? 

COMMISSIONER LOREE: Yes. is there a topographi- 
cal map that illustrates the relation of this Peace River 
COUnUrY (0 Che vestorn provinces? 

MR. COLEMAN: Yes, there is a map here which I 
will show soul. this shows the Canadian Pacific in red, 
the Canadian National in yellow, and in the white there is 
the Peace Kiver line, which goes northeasterly to Fort 
McMurray on the Athabaska River and then northwesterly 
into the Peace River country to the Lesser Slave Lake. 

COMMISSIONER LOREE: There is a good deal of talk 
in Vancouver about the advantage of sine tne Facific Great 
Eastern as an approach to the Peace River. What do you 
say as to that’ 

MR. COLEMAN: Well, it is a shorter mileage to the 
coast ,and presumably -- 

COMMISSIONER LOREE;: Substantially? 

MR. COLEMAN: Oh yes, because you have to back- 
haul all the way down to Edmonton from away up northwest. 

- GOBMISSIONER LOREE: Would that be offset by the 
grades? 

MR. COLEMAN; No, they could get an easy grade 


through the Peace Pass right down to Finlay Forks and ten 
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down into Prince George. 


COMMISSIONER LOREE:;: You would not necessarily 


Og 
aa) 


tied to the P.G.E., would you? 

Me COLEMAN: You coulg fit iv in then. 

COMMISSIONER LOREE: You could fit in the P.G.h? 

WH. COUANAN: Yes: but if the §.G.H. was not there, 
Btvancing as a diabiliity in the books of the Province of 
Driczisn Columbia, 16 would not be considered. 

SLR JOSEPH PLAVELLE: Where would that line go if 
the P.G.E. were not there? 

MR.COLEMAN: It would find an outlet probably at 
Prince Ruvert or come back and go down the low grade line 
of the Canadian Northern and pick up from Prince George. 

COMMISSIONER MURRAY; How about Obed? 

Wa. COLBEVAN: That would still leave a largec part 
Of Gne country with a long maul, because the valley of the 
Peace River is about a mile wide and approximately a thou- 
Sand feet deep, so that all the grain produced north of 
the Peace River would have to come away around the Psace 
River Landing, then come down east and south, and then come 


west and then go through the Smoky Kiver valley, whe the 


. 


grades are heavy again, and then drop down to a point at 
F0neGiON With Chis new line. 

SIR JOSEPH FLAVELLE: Where would the new line run? 

MR. COLEMAN: From Obed to Agzie. 

STR JOSEPH FLAVELLE: I mean on the short line you 
speak of, up to Prince George. 

MR. COLEMAN: It would run roughly northwest for a 
distance until it got through the pass, and down to Pinlay 


Forks and then south into Prince George. 


THE CHAIRMAN: Then assuming the P.G.E. not to be 
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there, it would go from Prince George east? 

Me. COLAMAN: Hrom Prince George west to Prince 
Rupert. 

THE CHAIRMAN: I am speaking of Vancouver. 

MR. COLEMAN; Or back to the junction here with the 
old Canadian Northern main line into Vancouver. 

COMMISSIONER LOREE: On the map it looks as if 
some of these Dig hilis would be about the grade of the big 
hills down through Edmonton. 

MR. COLEMAN: On the present production you cannot 
economically justify any outlet to the Pacific at all. 

SIR JOSEPH FLAVELLE; It is said to be about ten 
Million bushels, 1s 1t not? 

MR. COLEMAN: About fifteen million. 

COMMISSIONER LOREE:; What would justify it? 

WR. COLEMAN: I should think it¢ would take almost 
a hundred million busheis. 

THE CHAIRMAN: Is that in prospect atall? Have 
you any evidence as to the probability of that? 

MR. COLEMAN: There has been a great deal of dis- 
Gussion about it, and it has been in the programme of all 
political parties for some time. But the railways have 
taken the attitude that if it is built it will have to be 
financed over a term of years by the Government. 

THE CHAIRMAN: In other words, it is premature? 

MR. COLEMAN: Yes. 

COMMISSIONER MURRAY: What is the rate on grain 
from this district? 

THE SECRETARY: It averages about 28 cents a 
bushel fron the Grande Prairie district to Fort William. 


THe CHAIRMAN: What would the Pacific rate be? 
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THE SECRETARY: I cannot say: I think it is a4 
Jitcle iegs. 

MR. COLEMAN: The Edmonton rate is 26 cents to 
Fort William. 

THs SECRETARY: The 28 cent rate is very recent is 
Sc OU: 

MR. COLEMAN: Yes, since 1925, 

COMMISSIONER LOREE: What is the Edmonton rate to 
Fort William? 

MR. COLEMAN: Twenty-six cents. £ Gould nol ssy 
whet Vancouver is. 

THE SECRETARY: It was the bushel I was quoting. 

MR. COLEMAN: Twenty-six cents a hundred. 

SIR JOSEPH FPLAVELLE: Manifestly that grain should 
not go out through Fort William; it ought to go to the Pa- 
CliucG. 

MR. COLEMAN: Oh yes, it does go. 

THE SECRETARY: The other rates are in comparison, 
are they not? | 

MR. COLEMAN: Yes. 

COMMISSIONER LOREE: J think if Mr. Coleman will 
pub in writing his views on those different matters and let 
us have the map 1 asked for, it will be very helpful. 

THE CHAIRMAN: You have spoken, Mr. Loree, of the 
abandonment of lines. L wonder if it would be presumptu- 
ous if we asked whether reduced services would take the 
place of abandonment. 

COMMISSIONER LOREE: In many cases undoubtedly it 
would, but 1 am referring to lines which are so close to- 
ether that one or the other is of no reel significance in 


the transportation service, From Ottawa to Montreal, for 
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instance, there are three lines that seem to be very close 
together, and I was wondering whether one of them could be 
abandoned, even if running rights or trackage rights or 
something of that kind were substituted. 

MR. COLEMAN: I think the most glaring instance is 
found in the three lines north of Lake Superior. 

COMMISSIONER LOREE: Could the centre one be aban~ 
doned and running rights taken up on the Canadian Pacific? 

MR. COLEMAN; Yes, I think so. 

COMMISSIONER LOREE:; Or joint ownership? 

WR. COLEMAN: One of them could certainly be dis- 
pensed with for a large part of the way. 

SiR JOSEPH PLAVELLE: Are there a considerable num- 
ber of towns on the way already established? 

MR. COLEMAN: I do not think so. On the Trans- 
continental from Winnipeg to Long Lake, where they join the 
other Canadian National railway, I do not think that woulda 
involve the abandonment of anything much. 

THE CHAIRMAN: That is on the National Transcon- 
tinental? 

MR. COLEMAN: Yes. They have a hotel at Minaki, 
but that can be reached by water from Kenora; it is only 
GWenby miles, 

[HE CHALRMAN: It is a summer hotel’ 

MR. COLEMAN: Yes. 

SIR JOSEPH FLAVELLE: You would think that in that 
territory from North Bay to Winnipeg there might be occasion 
for considering the cutting out of an important mileage?’ 

MR. COLEMAN: Certainly. Our line from Fort 
William to North Bay could handle double the traffic it is 


getting. Fven if the Canadian National retained one, that 
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Would amply provide for the future requirements, I should 
think. 

LORD ASHFIELD: On the question, Mr. Coleman, of 
road transport, is there very much competition with your 
railway? 

ME. COLEMAN: In the east of course there is a very 
great deal of competition. in the west we are protected 
pretty well by the climate in these prairie provinces, but 
still there is a considerable amount of it in Alberta as the 
roads are being improved between the northern and southern 
pants of the province, and the truck competes to some extent 
around the cities in the bringing in of live stock. 

LORD ASHFIELD: Has your company any policy with 
respect to rosd transport? 

WR. COLEMAN: It is covered in the report which has 
been submitted to the two railways. I was going to suggest 
that as far as our railway is concerned the proper officer 
to examine on that voint would be Mr. 7. EH. McDonnell, Fre- 
sident of the Canadian Pacific Express Company, who was very 
active in the preparation of that report. 

SIR JOSEPH FLAVELLE: Is he here? 

MR. COLEMAN: No, he is in Toronto. 

LORD ASHFIELD: Do you suggest we raise this ques- 
tion with Mr. McDonnell? 

MR. COLEMAN: Yes. it is a9 much more active ques- 
tion in the Hast than in the West. 

THE CHAIRMAN: He could very easily bring his ma- 
terial to Ottawa I suppose? 

MR. COLEMAN: Oh yes. 

LORD ASHFIELD; Has your company any interest in 


the Gray Line coaches? 
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MR. COLEMAN: No. 

LORD ASHPLELD: None at all? 

MR. COLEMAN: None. 

COMMISSIONER WEBSTER: In your western division do 
you use exclusively Canadian coal, or are you free to import 
the cheaper American coal, and is it economical to do so? 

MR.COLEMAN;: Over a short section of the line it is 
more economical to use American coal -- that is from Fort 
William to Kenora. 

COMMISSIONER WEBSTER: Are you influenced by public 
OPinion in the purchase of coal, as, for instance, the Cana- 
lian National is in the maritime provinces? 

MR. COLEMAN; We are : a certain extent 41- 
though-we can base our purchases on sound economic principics, 
The only American fuel we use to any large extent, apart from 
the coal between Kenora and Fort William, is fuel oil, which 
we import from California. 

LORD ASHRPIELD: This morning you gave us many in- 
stances where the policy of the Canadian National railway in 
recent years had reacted unfavourably upon the policy of the 
Canadian Pacific, had forced you to do things which in other 
circumstances you would not have done. 

MR. COLEMAN; Yes. 

LORD ASHFIELD: When Sir Henry Thornton assumed the 
executive management of the Canadian National Railways, I take 
it his responsibility was directed solely toward establishing 
th financial success of tic railway? 

MR. COLEMAN: Yes, 1 assume that. 

LORD ASHPIELD: He had no interest ab all in the °x- 


tent to which his policy might affect the financial fortuncs 
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of the Canadian Pacific Railway? 

MR. COLEMAN: Well, I cannot answer for him por- 
sonally, but 1 should think as a Le of the Government 
he should fave an interest in the future of the Canadian 
Pacific. 

LORD ASHFIELD: Just pit yourself in his place for 
a@ moment -<- responsible for making the Canadian National 
System a financial success. You might take certain views; 
you might think that by doing certain things which the Cana- 
Gian Pacific were not doing, the effect would be to improve 
the financial position of the Canadian National Railway. 
Could the Can-dian Pacific object to that? 

MR. COLEMAN: As I mentioned in my memorandum this 
morning, we do not object to what might be designated as 
fair competition, but we think it is injurious to the in- 
terests of both railways and the country to go to extremes 
in competing with each other. 

LORD ASHFIELD: If what you describe -- and I ac- 
cept your interpretation of it, whatever it may be -- as 
fair competition was actually the policy of the Canadian 
National Railway, and equally of course the policy of the 
Canadian Pacific ~-- assuming that position -- would that be 
satisfactory to the Canadian Pacific Railway? 

WR. COLEMAN; I should think so. 

LORD ASHFIELD: On that basis you could operate 
the two systems separately: 

MR. COLEMAN: {£ should think so, yese 

LORD ASHFIELD: On that basis could you obtain the 
same net aggregate result as you would if the two wunder- 
takings were fused? 


MR. COLEMAN: No, I do not belicve that. 
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LORD ASHFIELD: You Sonia not? 

MR. COLEMAN: No. 

LORD ASHFIELD: Your view is that only by a com- 
plete financial fusion of these undertakings is it possiole 
tO obtain the best results from a transport point of view 
-- by that I mean the financial results to the undertak- 
ings as a whole and to the Dominion of Canada? 

MR. COLEMAN: That would be my opinion. 

LORD ASHFIELD: That, you think, is a feasible 
proposition? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: That they can be brought together 
and effectively managed? 

MR. COLEMAN: Yes. 

LORD ASHFIELD; Without damage to the interests 
of the Dominion of Canada?’ 

MR. COLEMAN: Yes. 

LORD ASHFIELD: That is your view? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: Since the management of the Cana- 
dian National became effective in the sense of its imping- 
ing upon what you might have looked upon as the interests 
of the Canadian Pacific, what has been the policy of the 
Canadian Pacific HKailway? Can you answer that question, 
or am IL going too far? 

MR. COLEMAN: I can answer you in general terms. 

LORDASHFIELD; In answering it, are you speaking 
for the company or merely expressing a personé1 opinion? 

MR. COLEMAN: It is a personal opinion. i 
think, perhaps, the question should be put rather to Mr. 


Beatty. 
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LORD ASHPIELD: Do you coject to giving us your per- 
sonal views? 

MR. COLEMAN: Well, my personal view is that the 
Canadian Pacific has simply attempted to hold its position 
in the economic lite of the country, and to make its proper 
eontribution to the development of the country and at the samc 
Gime to protect the interests of its shareholders. 

LORD ASHFIELD: In carrying out that policy you havs 
gone much further in capital expenditure and the provision of 
services than you would have if you could have disregarded any 
question of ownership of these undertakings? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: Have you studied that problem 
sufficiently to form anything approaching an approximate fig- 
ure representing wnat it has cost the Canadian Pacific Railway: 

MR.CQLEMAN; Competition? 

LORD ASHFIELD: Yes. 

MR. COLEMAN: £ have not given it sufficient study 
to be able to give you a figure, bub 1 know it runs into 2 
very large sum -=- not all loss by any means, but I mean an- 
ticipated capital expenditures beyond the necessities of the 
moment. They have gone into a very large sum. 

| LORD ASHFIELD: When you say a large sum, are you 
talking in hundreds of millions? 

MR. COLEMAN: I would say that fifty millions would 
not be an cxaggeration. | 

LORD ASHFIELD: Would you be abl° to give something 
approaching a figure as to the extent to which it has increased 
your costs of operation? 

MR. COLEMAN: Can you work that out, Mr. Lloyd? 

MA. LLOYD: Yes, I think we could develop a figure. 


oe 
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We could not do it here; we would have to do it when we 
get home, because I would have to work with my operating 
or ticials. 

LORD ASHFIELD: It is suggested now that the ab- 
sence of some kind of arrangement under which these under- 
takings might be brought together -- it does not matter 
how, but on some basis -- has been very prejudicial to the 
Canadian Pacific Railway, and in pursuing that line of in- 
quiry the Commission would be greatly helped if we could 
have something in the way of figures for our consideration, 
so that if you could prepare a statement I think it would 
be of much assistance to us. 

MR. LLOYD: tes. 

WR. COLEMAN: You want unnecessary capital expen- 
ditures and unnecessary increases in cost. 

THe CHALRMAN: ‘Yes. 

MR. LLOYD: The cost to us of the competition. 

LORD ASHFIELD: I would like to take you just a 
step further, if I may. Up to the moment 1 have been deal- 
ing with the past, the effect upon your undertakings up to 
the present. Could you give us any forecast for the future 
if this present arrangement is to be continued, with two 
separate undertakings, one privately owned and the other 
supported by a national government? May 1 put it in 
another way: do you think 10 is possible for your company 
to be successful administered under the present plan? 

MR, COLEMAN: ZI should think it would be most 
gifficult to do so over a long term of years. i should 
expect that for the last few years, as the result of the 
present depression, we would not be troubled with the com- 


petition of capital expenditures to any extent, but after 
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that, as long as the present arrangement continues I could 
always see a certain amount of danger in the present system. 

LORD ASHFIELD: In your experience is it to the 
advantage of the Canadian National Railway, where questions 
affecting the interests of the Canadian Pacific arise, that 
the Canadian National has behind it the public who own the 
undertaking? 

MR. COLEMAN: Oh yes, it is very easy to mobilize 
public opinion in a quarrel between a publicly owned and 
operated utility and a privately owned one. 

LORD ASHFIELD: It is not mere sentiment; it has a 
practical effect? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: in the operation of these under- 
takings? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: When any extension is under consi- 
deration what steps does the Canadian Pacific Railway take in 
the matter? Does that problem come before any public board 
so that the interests of the Canadian National may be heard? 

MR. COLEMAN: Yes. If the line is to be built 


under private act, notice must be given in the Canada 


Gazette five weeks before the opening of Parliament. Then 
the bill is introduced in the House and usually referred to 
the Railway Committee of the House of Commons, before which 
any interested parties may appear. After it has passed 

that Committee it returns to the House, is sent to the Senate 
and goes through the same procedure there. Any person can 


appear before the ‘enate Committee. After the act is 
passed the company has to Submit plans to the Board of 


Railway Commissioners -- what they call a route map -- and 
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again anybody who is interested -- other railways are usually 

notified -- may appear before the Railway Commission and pre- 

sent his views regarding the general route of the line. Af- 

ter that the company must file a location map showing the ex- 

act properties over which it will pass, and then again inter- 

ested parties are notified. So that the branch line is under 
fire before two Houses of Parliament and the Board of Railway 

Commissioners before it is finally approved. 

LORD ASHFIELD: Could you answer this gestion: the 
fact that this branch iine is a promotion of the Canadian 
Pacific Railway which might, if given effect to, prejudice 
the position of the Canadian National, assuming it might 
be looked upon as competitive or possibly competitive at 
some future time -- does that prejudice your company? 

MR. COLEMAN: Yes; if the Canadian National can 
make out any case of injury to their interests, it does 
usually mean that the bill is rejected by the House. 

LORD ASHFIELD: In your view is there a prejudice 
in favour of the Canadian National Railways in matters of 
that Kind? 

MR. COLEMAN: TI do not know that I would use the 
word prejudice , ae i think they get the benefit of the 
doubt in every case. 

LORD ASHFIELD: Put it another way, then: is there 
a tendency to favour the Sanedien National Railway? 

MR. COLEMAN: Yes, decidedly. 

COMMISSIONER WEBSTER: You mean in Parliament? 

MR. COLEMAN: Yes. 

LORD ASHFIELD: Then conversely, if it is a branch 
line promoted by the Canadian National Railway, is your ob- 


jection, assuming you do make objection, prejudiced because 
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it is the Canadian Pacific and not a nationally owned rail- 
way? 

MR. GCOLEMAN: Well, I would say the same condition 
would apply. Of course their procedure in tne matter of 
branch lines is different. In such @ case the Canadian 
National present their budget and their plans to the Minis- 
ter of Rallways. If he and the Minister of Finance approve 
au, t i6 brought down a9 4 government O11l, whereupon 10 
passes through the same courses as our bills: it is referred 
to the Railway Committee of the House of Commons. We Gan, 
a3 We Wish, appear Chere and oppose it, but as you can 
understand, 1% 1s introduced as a government bil. once it 
has been passed ae by the two Ministers, and it is a very 


difficult thing indeed to exvect the Committee to throw it 
OUL. 


LORD ASHFIELD: Let us summarize it in this way -- I 
will pub it to you as plainly as I can: you hold the view 
that the provision of a system of transport through a sys- 
tem which is nationally owned and one that is privately 
owned, the two in many respects competing with each other, 
has operated to the disadvantage of Canada as a whole; that 
if in this period of years there had been a uniform system 
of railway transportation for Canada -- 1 am not asking you 
whether it should be nationally owned or company owned -- 
there would have been a substantial saving in capital ex- 
penditure and in operating costs, and that through the 
economies thus effected there would have been an advantage 
to those who use the railway systems? 

WR. COLEMAN: Yes, I do. 


SIR JOSEPH FLAVELLE; During the period you have been 
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forming the views you have now expressed, has your company 
or has the Canadian National, either one of you with the 
other, made any attempt to carry freight and passengers over 
this whole country by friendly in place of unfriendly com- 
petition: 

MR. COLEMAN: Well, I said this morning, sir, that 
it was very hard to find an exact point where fair and un- 
fair competition met or separated. 

Sik JOSEPH FIAVELLE: das it been a part of the 
policy of the senior executives of the two railways during 
these years to seek to find a basis for friendly coopera- 
tion? 

WR. COLEMAN: Well, 1 could not answer that question. 

LORD ASHFIELD: bo you think it is practical politics 


to hope for the exiaetence of friendly cooperation on such 


& scale as would secure the results you think ought to be 
attained? 

WR. COLEMAN; Past experience would not give us much 
encouragement to think so. 

SIR JOSEPH FPLAVELLE: You mean you have tried inten- 
Sively to have such cooperation? 

MR. COLEMAN: I would not like to say that, because 
of course 1 cannot speak for the executive of the company. 
But I do say that as far as our own administration in the 
western lines is concerned, we have tried to live amicably 
and we have where possible disposed of questions of dispute 


Without friction. 


SIR JOSEPH FLAVELLE: During recent months there has 
been an attempt at amicable cooperation, when things were 


going hard? A new situation has developed in that respect 
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Guring the last year? 
MR. COLEMAN: Yes. We would attribute that to a 
change of heart on the part of the Canadian National. 


SIR JOSEPH FLAVELLE: Not a change of heart on your 
own part? 

MR. COLEMAN: Ido not know what they would say. 

OLR JOSEPH FLAVELLE: Neither do I. Let me ask 
another question. i take it you would agree with me that 
the rallroads have only a right to their own side of the case; 
that the public whom you serve have 4 right to be heard? 

MR. COLEMAN: Undoubtedly. 

SIR JOSEPH FLAVELLE: Do you consider that the inter- 
ests of the public would be preserved if a monopoly of rail- 
way interests were established? 


MR. COLEMAN: JI think they could be properly preserv- 


SIR JOSEPH YLAVELLE: By what means? 

MR. COLEMAN: By legislation and regulation. 

THE CHAIRMAN: You mean legislation establishing a 
regulating authority, I presume? 

MR. COLEMAN: Yes. 

COMMISSIONER LOREE: Would the Canadian Pacific be 
amply able to take care of itself if the lines of the Cana- 
dian National were in private hands? 

WR. COLEMAN: I believe so. 
COMMISSIONER LOREE: Would you give the Commission an 
estimate of the movement cost of moving ten million bushels 


of wheat from Calgary to Vancouver over your own rails and 


over such lines as you would select from here to Edmonton and 
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down to Vancouver in one movement, assuming all the cars 
came back empty. 


dn CGHALENAN: You are referring to some point in 


Saskatchewan from which the shipment would go to Vancouver. 


COMMISSIONER LOREE; They would have to use an exist- 


ing line, of course. 

SIR JOSEPH FLAVELLE: Following the query of Mr. 
Loree, and in association with what 1 said with respect to 
the interests of the public being secured against a monopoly, 
have you thought. whether there was any plan whereby the ad- 
ministration of the public property by a Board the majority 
of whom were not named politically could be effective for 
the purpose of carrying on in competition with thot corpore- 
tion 

MR. COLEMAN: I should think it would be a great im- 
provement. 

THe CHAIRMAN; Are you referring, Sir Joseph, to 
competition between a publicly owned system such as we have 
in the Canadian National and the privately owned system, the 
Ganadian Pacific? That was not the question?’ 

SIR JOSEPH PLAVELLE: No sir. You said, Mr. Voleman, 
that if the competing line were not owned by the public but 
were owned privately, you believed you would get along. 

Now, if the publicly owned property were administered by a 
board of directors the majority of whom were not politically 
selected, would that be effective? 

MR. COLEMAN: That would be a great improvement from 
the standpoint of a private competitor, because the diffi- 
culty about the publicly owned railway from the standpoint 
of a competitor is that no doubt they are compelled by 


local agitation and by the force of public opinion to do 
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things which would not commend themselves to their 
business sense, and any arrangement which would re- 
duce the danger of that would be an improvement. 

SIR JOSEPH FLAVELLE: It has rather been repre- 
sented that in the branch line competition in the West 
the Canadian Pacific would seem to have penetrated the 
Canadian National territory to as great an extent as 


or even to a greater extent than the Canadian National 


has penetrated the Canadian Pacific territory. Have 
you made a study of that at all? 

MR. COLEMAN: Yes, I think you will find that to 
some extent covered in this mrmorandum. 

SIR JOSEPH FLAVELLE: The one you read to us 
this morning? 

| WR. COLEMAN: so, in schedule PeA at page @. 

1. pointed out there that not only were lines carried 
into territory just entering on the settlement stage, 
but that areas already provided with means of trans- 
‘portation were invaded by rival enterprises anxious to 
secure connection with established distributing centres 
and to divide the traffic from the older grain growling 
districts. That was during the period of the Canadian 
Northern and the Grand Trunk Pacific, anc they invacoi 
practically all of the territory that had been develop- 
ed by she Canadian Pacific. They established conneo- 
tions with all the distributing centres, such as Regina, 
Moose Jaw, Calgary, Brandon, and then at the close o- the 
war after the period of reconstruction started, the Cana- 
dian National said -- these were informal talks: "We 


will let you retain and serve all the country south of 
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the present liné which you now serve, and we will take all 
the country to the north." Well, as the country to the 
north 18 developed to a much greater degree, and as the 
production there will fall rather than increase, we thought 
Ghat was an arrangement which we could not possibly agree to, 
and we reserved our right to build railway lines in the north, 
although some of the Canadian Northern lines had been the 
first to cross certain areas. Attached to that memorandum 
you will find a statement with respect to every branch line 
we built. it would leave, dn Other words, the virgin coun- 
try to our competitors. 

SIR JOSEPH FLAVELLE; Have you a graph showing that? 

MR. COLEMAN: I can prepare one. 

SIR JOSEPH FLAVELLE: Showing your penetration into 
whet VOU might call Canadian National territory, and contra; 
the Canadian National into yours? 

MR. COLEMAN: The Canadian National only, or are we 
going back to the time the constituent parts invaded our 
berp itary? _ 

SIR JOSEPH FLAVELLE;: We are dealing with what has 
happened since the individual railways other than the Cana- 
dian Pacific came inte One corporation. 

MR. COLEVNAN: We will prepare a chart showing our lines 
in relation to the nearest Canadian National lines, but we are 
not conceding the point that the northern country belongs to 
them or that the southern country belongs to us. 

THE CHAIRMAN: I rather understood you to say you took 
that position before the amalgamation in connection with the 
Canadian Northern -~ that it was not their special territory, 
and that you had the right to build. 

STR JOSEPH FLAVELLE: That surely must be true, Mr. 
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Chairman; there is no territory allotted to anybody either 
Dy act of Parliament or by act of God. But these two exe- 
cutive bodies have been carrying on the operation of two 
dines of railway, and, each one considering the other the 
aggressor, there has been an impact which has resulted in 

a condition that leads this Commission to sit in order to 
ask why it occurred and to endeavour to fine a remedy of a 
common sense character that would meet the judgment of the 
executives of both systems as well as of the community at 
large. 

WR. COLEMAN: Practically none of these lines were 
built under our general charter; they were all built under 
the charter of a special act of Parliament, which means that 
there were public hearings and that the Canadian National 
had the right to appear -- and usually did so -- and state 


their objections. If we were given the charter, it was 


the considered judgme nt of parliament, having heard all the 
facts. 

COMMISSIONER LEMAN: Most of the branch lines were 
built under special act of Parliament? 

MR. COLEMAN: Special act of Parliament. 

Sik JOSEPH FLAVELLE: Practically all of them? 

MR. GOLEMAN: Well, there were one or two built un- 
der our general charter. 

THE CHAIRMAN: You have built branch lines under 
your charter, have you not? I am sure you have. 

STR JOSEPH FLAVELLE: There is no such power in the 


charters of the others. 
WR, COLEMAN: But they can build without any char- 


ters so long as they secure the approval of their route 


map by the Minister of Railways. 
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SER JOSEPH FLAVELLE: Without an act of Parliament? 

MR. COLEMAN: Yes. | 

STR JOSEPH FLAVELLE: You mean there 1s 6 distinction 
between the Canadian Pacific and the Canadian National in 
that the Canadian National can, by going to the ministry, 
secure authority to bulld branch lines by simply putting 
down a route map? 

MR. COLEMAN: Yes, but of course remember that they 
have to go to Parliament for the money and to specilty the 
purpose of the line. 

SIR JOSEPH PLAVELLE: Is that not a definite control 
by Parliament? | 

MR. COLEMAN: Yes, but they do not have to file their 
route map or give us any notice of it. They can have their 
route map approved by the Minister and we know nothing of 
their plans until the pill comes up in the House. 

SIR JOSEPH FLAVELLE: When you wish to build you must 
file your route maps, and the Canadian National has an oppor- 
tunity to present reasons why you should not be granted the 
privilege, and it is not necessary for the Canadian National 
to follow the same course -- that is what you indicate? 

MR. COLEMAN: Yes, and they do not have to file their 
route map subsequently with the Railway Commission. 

STR JOSEPH FLAVELLE: Why the discrimination between 
the two railway corporations? 

WR. COLEMAN: I cannot answer that. 

LORD ASHFIELD; Is any public hearing involved in 
the promotion of a branch line by the Canadian National 
Railways? 

THE CHAIRMAN; In some cases yes, in some cases NO- 


STR JOS@PH FLAVELLE: As a matter of fact evidence 
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bas been submitted to us during this trip that the Canadian 
National Railway branch lines programme, approved by the 
House of Commons and rejected by the Senate, was followed 
Immediate: y Dy an application from the Canadian Pacific for 
Dranch lines in that northern territory, which was passed 
by the Commons and approved by the Senate. I do not know 
Whether that is a correct statement, but evidence has been 
submitted to that effect. 

WR. COLEMAN: No, that is not quite an accurate state- 
ment. There were one or two years when the Cunadian Nation- 
al branch lines programme was rejected by the Senate, and in 
the meantime we pursued our plans,which had no relation to 
that rejection by the Senate. 

SIR JOGEPE PLIVELLE: J do net think they indicated 
that it had, but it synchronizes with the period. 

MR. COLEMAN: If I am not mistaken, since the Senate 
cannot “mend 4 money bill they had to reject the whole thing 
because they objected op certain 4ines. 

SIR JOSEPH FLAVELLE: Am I right in suggesting that 
when you were supplying practically the only service in the 
West -- as excellent a service, I have no doubt, as you 
thought was prudent having regard to the proper adminis- 
tration of your company <-- there was a good deal of objec- 
tion on the part of the West that you had no competitor to 
compel you to do differently, and they called you monopolists’, 
ag they used to call the Grend Trunk in the East in the old 
days before you came in to compete with them. You have 
heard of that? 

WR. COLEMAN: ‘Yes, I think that monopoly cry will al- 
ways arise, no matter whether it is a benevolent corporation 


or a wicked one that is serving them. 
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COMMISSIONER LEMAN: I think in your report, in a 
short paragraph, you refer to comparable rates as between 
Canada and the United States, Would you have at hand or 
could you procure something more definite in that regard so 
that we might have a useful basis for comparison? 

MR. COLEMAN: I have here a comparison of the grain 
rates north and south of the international boundary which 
has been corrected up to date, since a recent decision of 
the Interstate Commerce Commission. it gives a comparison 
of the mileage rates. 

COMMISSIONER LEMAN: I presume. this can be filed, 
Mr. Chairman, 

THE CHAIRMAN; Oh yes. 

SIR JOSEPH FLAVELLE: 1 suppose, Mr. Coleman, it can 
be said that in connection with the building of the Crow's 
Nest Pass line and the covenant made at that time by the 
Canadian Pacific as to the rates which would be given by 
reason of the loan of $3,500,000, that was the inception of 
the movement which afterwards spread much wider than the 
particular agreement you had made, and extended to the east, 
even as far as ee in the demand for relative rates? 

MR. COLEMAN: Yes. 

SIR JOSEPH FLAVELLE: It originated with the Crow's 
Nest Pass agreement? 

MR. COLEMAN: Yes. 

SIR JOSEPH FLAVELLE: With the result that the 
Canadian railways are penalized as compared with the Ameri- 
can railways, which cover a much more populous territory 
and have available much larger tonnages of freight apart 
from grain. 


MR, COLEMAN: I would qualify that, Sir Joseph, by 
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saying that geographically our farmer is at a disadvantage 
because of the fact that his market is largely overseas and 
he must get some compensation in rates to enable him to have 
the same level of prosperity as the American producer. 

SIR JOSEPH FLAVELLE: That is, the United States far- 
mer for the most part finds a market in the United States? 

MR. COLEMAN: To a large extent. 

SIR JOSEPH FLAVELLE; Whereas the Canadian has to 
find his market for the most part abroad? 

WR. COLEMAN: Yes. And there were lower rates also 
by agreement than the Crow's Nest rates afterwards intro-~ 
duced -- that is the agreement between the Canadian Northern 
Railway and the Manitoba Government. 

SIR JOSEPH FLAVELLE: Under the local charter? 

VR. COLEMAN: ‘Yes. Those have been wiped out since. 

COMMISSIONER LEMAN: Mr. Coleman, where would be the 
dividing line as between grain and grain products going to 
Fort William and those going towards Vancouver? 

MR. GCOLEMAN: My impression is that the railway rates 
break at Swift Current -- that is subject to correction. 

SIR JOSEPH FLAVELLE: That would be Swift Current on 
your line and up to Saskatoon on the other line? 


WR. COLEMAN: West of Saskatoon. 


(Page 300 follows) 
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COMMISSIONER LEMAN: Have you any figures available 
as to water borne rates on grain and grain products from 
Vancouver to Liverpool as compared with similar rates from 
Port Arthur and Fort William to Liverpool? 

MR. COLEMAN: I have some figures worked out here 
showing the average cost of moving a bushel of grain from 
the prairie provinces to the British market. [I cannot 
put my finger on it at the moment. 

THE CHAIRMAN: You can let us have that. 

COMMISSIONER MURRAY: There is a local rate for 
erain. Mrs. (81t brousht up the question. po the local 
rates for grain compare with the American rates at all? 

MR. COLEMAN: I have never looked that up,Doctor, 
but I will do so and advise you. That is between local 
yvoints? 

COMMISSIONER MURRAY: Yes. These are export rates. 

MR. COLEMAN: Yes. 

COMMISSIONER MURRAY: If the grain is to be shipped 
between points in Canada the rates are local. Are they 
comparable to the American rates? 

MR. COLEMAN : I will have to ascertain that. 

COMMISSIONER MURRAY: Have the Crow's Nest Pass 
rates actually entailed a loss on the railways? They have 
reduced the revenues, but have they actually entailed a 
loss? Uheat is, is the grain carried at a loss instead of 
at a very small profit? 

ME. CCOLEV4N: I should not like to smy they are 
carried ct a loss, no. 

MR. LLOYD: le mede a separation some years ago and 
we found there was a profit, but it did not contributeany= 


thing like its share to fixed charges and dividends in 
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somperd on With other freight. 

THE CHAIRMAN: At page 49 you say: Our losses from 
this particular reduction -- that is the reduction which 
took place by statute in 1927 -- has been estimated at a 
million ver annum. 

MR. LLOYD: I think that is when they applied the 
Crow's Nest Pass rates where they had not been before. 

THE CHAIRMAN: You did notmean there to include the 
whole effect of the Crow's Nest Pass rates? 

MR. LLOYD: No. 

THE CHAIRMAN: It was merely that extension Which 
took place in 19277 

MR. LLOYD: Yes. We had a loss of revenue. 

THE CHAIRMAN: Has it been on any occasion considered 
what would be the possible reduction of traffic by the re- 
moval of what one might call the Crow's Nest Pass limitation? 

MR. COLEMAN: I am afraid it would have an injurious 
effect. 

THE CHAIRMAN: On the volume of traffic? 

MR. COLEMAN: Yes, and the development of western 
Canada. 

THS CHAIRMAN: Then you would say the same about the 
other figure of $500,000 which you state you have lost by 
reason of the extension of the Crow's Nest Pass principle 
to the grain moving west? 

MR. COLEMAN: Yes. I never thought that was a just 
decision. 

THE CHAIRMAN: [ see. You do not put that on the 
same basis as the other? 

MR. COLEMAN: No. 


THE CHAIRMAN: Would you mind explaining that? 


MR. COLEMAN: From the fact that you would never get 
the density of traffic there which enables us to opsrate 
cheaply through the other gateway, and then there is the 
mountain operation. There is one point. Dr. Murray, 
shoulé like to make clear. Those domestic grain rates to 
which you refer do not cover grain milled in transit in 
Canada; that gets through export rates. 

LORD ASHPIELD: So far as you know, Mr. Coleman, is 


yart of shippers and users of the 


whe 


there any tendency on the 
railways in the competitive areas to favour the nationally 
owned system? 

MR. COLEMAN: Some years ago there was a decided 
feeling of that kind in evicence., [ think it is much less 
strong now. But certainly the average men in the compet- 
itive 2ield hes a tencency to give the publiely owned line 
at least @n even division of his traffic. He would not 
have the came feeling as in the case of two private lines. 

COMMISSIONER LOREE: I understand the argument made 
by the soliciting agents of the Canadian National was this: 
Some way or other you have to pay for this service; you 
can pay Tor it by giving us your business or in your taxes. 

THE CHAIRMAN: Support your own line. 

MR. COLEMAN: Thet hed a powerful influence. 

THE CHAIRMAN: I think everybody recognized that. 

COMMISSIONER WEBSTER: You staved that under a combin- 
ed consolidated system great savings could be effected. 

You tole Sir Joseph that if the Canadian National Railways 
were practically = privates orgarization, directed by men 

who were not political appointees, there would be an improve- 
ment on the present situation. Now, I should like to know 


fO0P MY oF Bilidance -- anc it will certainly have to come 
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up at some time or other -- which of these two you think 
would effect the greatest ecomomies in operation and be 
most helpful in improving the general financial condition 
of the country. 

MR. COLEMAN: I consider consolidation would. 

THE CHAIRMAN: In answer to a question put to you, I 
think by Mr. Loree, you said if the Canadian National system 
were owned and operated privately you considered the Canadian 
Pacific could keep on holding its own. 

MR. COLEMAN: Yes. 

THE CHAIRMAN: I think that was the phrase Mr. Loree 
use in putting the question. Now, by that had you in mind 
the vossibility of amicable arrangements with regard to 
duplication and competition? or did you mean that com- 


petition or no competition you felt you could hold your own? 


MR. COLEMAN: I meant that competition or no 
competition we could hold our own. 

COMMISSIONER WEBSTER: Could you make as much moncy 
as in past years up to this period of depression? 

MR. COLEVAN: With @ private competitor? 

COMMISSIONER WEBSTER: Yes. 

MR. COLEMAN: I think so. 

THE CHAIRMAN: You gave an answer that rather pointed 
to gloomy anticipations with regard to the future of your 


line if the present situation continues. 


MR. COLEMAN: I referred to the statement of Mr. a 


Beatty in his ovening speech to the Commission. 

THe CHAIRMAN: Yes. I merely wanted to put this to 
you.e Have you considered in relation to the present situ- 
etion -- including of course the ownership of your com- 


petitors by the govermment and all that that involves with 
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respect to deficits being supplied out of the public treas- 
ury end so on -- the possibility of a public authority 
exercising control not merely over rates, that is, not the 
kind of control exercised by the Board of Railway Commis-~ 
sioners et present, but control over the construction of 
branch lines, the duplication of service, and that kind of 
thing? 

MR. COLEMAN: Yes, I have thought of such a body 
having control of 411 capital expenditures whether they 
related to branch lines or not. 

THE CHAIRMAN: And with what result? 

MR. COLEMAN: Well, it seemed to me that it would be 
difficult to get legislation which would make an arrange- 
ment of that kind very cifective. 

THE CHAIRMAN: That is to say, you find it difficult 
to think of a plan thet would be practically workable? 

MR. COLEMAN: Yes, without actually taking the control 
of the properties out of the hands of the responsible 
governmuent today on the one hand and the shareholders of 
the Canedian Pacific on the other. 

THE CHAIRMAN: In other words, anything short of 
what would substantially amount to amalgamation you think 
would be very difficult to work out? 

MR. COLEMAN: Yes. 

SIR JOSEPH FLAVELLE: In substance do I understand 
your view to be this? The difficulty is not with com- 
petition, but the unfairness and inequality that cannot be 
remedied by the executives under such circumstances by 
reason of their being 2 public owned system in competition 
with a privately owned system. You do not object to 


privately owned systems in competition with you; you do 
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objcct to & publicly owncd property in competition with a 
privately owned property? 

MR. COLEMAN: Yos, I object to the unfairness in 
the gencrel form of comyctition. 

COMMISSIONER WEBSTER: Mr. Colcmean, coming to oper- 
eting mancgement, do you consider the C.N.R. staff are 
practically as efficicnt &s the steff of the C.P.R? 

MR. COLEMAN: Ycll, 1 em not capeble of judging that. 
I certainly would not suggest that they were not efficient. 

COMMISSIONER WEBSTER: The question of course arises 
always: Can the C.N R.asystem ever be made to pay its way 
and stov being a drain on the country? 

MR. COLEMAN: Well, I would expect an operating 
officer on a government owned road would have much more 
difficulty in preserving discipline and preventing inter- 
ference with discipline than the operator of a privately 
ovned road. 

THE CHAIRMAN: Your objections, Mr. Coleman, so far 
as one gathers from the expressions you use at all events, 
are really not directed to any special idiosyncrasy in the 
present management of the Canadian National, but to the 
position of the system in the various ways you have in- 
dicated as a publicly owned system? 

MR. COLEMAN: Yes. 

THE CHAIRMAN: And to a very considerable extent 
the directing of its capital expenditures by a member of 
the government not being any particular Minister? 

MR. COLEMAN: IT would suggest of course that one 
management of the Canadian National system might be much 
more aggressive and have less sense of responsibility than 


another. 
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THE CHAIRMAN: Quite so. 

MR. COueMAN: But it is the brinciple of the thing to 
which 1 object. 

THE CHAIRMAN: Yes. 

SIR JOSEPH FLAVELLE: Mr. Coloman, might I ask you 
this question? You are very large Suyers of all sorts of 
commodities necessary for the operation of a railway. Would 
you feel conten. if all the commodities you were buying 
were under the control of a single corporation from the 
Atlantic to the Pacific, and would you think you could buy 
as favourably as if there were competition betwe@m those 
who were Supplying you with your lumber, coal, stec. and 
other commodities? That is to say, in your judgment can 
you entrust to any single executive the control of pro- 
duction and distribution of individuai materials and feel 
that the buyer will thereby “ave the same safety and the 
same serviee as he would have if there were competitors 
in the field? In other words, do you consider shat human 
nature beine what it is can be entrusted with exclusive 
power? 

THo CHAIRMAN: In other words arc you Socialist or 
Communist? 

MR. COLEMAN: If you are applying that to the rai lway 
situation, Sir Joseph, I do not think the conditions are 
parallel at ell, because railway rates and services are 
regulated by an indepei.dent board to an extent which does 
not apply to any other business, and it would be casy to 
throw safeguerds around any socalled monopoly which in 
my opinion would amply protcct the public. 

COMMISSIONER LOREE: I will give you an instence. 


Railvey rates in the United Stetes arc fixed by the 


-~ 307 - Mr. Colcman 


Interstate Commerce Commission. fhe distance from Duluth 
Po Glee. 16 (24 miles -— they fixcd the Yate at 34 

cents; the distance from Kansas City to Port Arthur is 

113 fies -~- 5 miles shorter -- and thcy fixed the rate 

eat 61 cents. Now, on wheat basis could thcy so discriminate 
as between citizens of the United States? 

SIR JOSEPH FLAVELLE: I supposc Galveston is what 
governs. 

COMMISSIONER LOREE: I think the consideration was 
purcly political, and exercised for purely selfish reasons. 

THE CHAIRMAN: But you are not dealing with a single 
system of railway,or even with a government owned system; 
you are dealing with a multiplicity of railways and the 
action of a government regulating body similar to that 
which we have in this country today 

SIR JOSEPH FLAVELLE: And which internrets the powers 
given it by Parliament for the purvose of establishing rates. 

THE CHATRMAN: I would be very much surprised if some 
people at all events did not think they could point to 

anomclous raqes in this country just as striking perhaps 
2s those which you heve mentioned. 

COMMISSIONER LOREE: Perhaps. 

DLR JOSH7H FLAVELL: Of course, from the other point 
of view, 1f you cannot trusy 2 boerd that has a trustee 
relationship, how can you trust an individual administrative 
body to interpret whet is good for the community? 

COMMISSIOGER LOREE: There were competitive conditions, 

here Wes no monopoly. 

sik JOSD°H FPLAVELLE: Of course, you have in the 
United States highly comoetitive conditions. 


* 


THE CHAIRMAN: I suppose rete fixing is a matter that 


~ 008 - Mr. Colemen 


can be more easily brought to just criticism probably 
than these other matters we are talking about of deter- 
mining Whether or not 4 perticuler service should be con- 
tinued. It would be exceedingly difficult to find casus 
so nearly parallel. 

Mr. Coleman, it 1S Gen minutes vast five, and f 
think we have taxed you sufficiently for che dey. Thank 


you very much. 


AG 5.10 ». m. the Commission adjourned. 
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ROYAL COMMISSION ON RAILWAYS AND TRANSPORTATION 
The Royal Commission appointed to inquire into 
the whole problem of transportation in Canada, parti- 
cularly in relation to railways, shipping and communi- 
cation facilities therein, having regard to »vresent 
conditions and the probable future developments of 


the country, met in private conference on the special 
train en route, Wednesday, December 16, 1941. 


PRESENT: 
Rient Hon. Lyman Poore Duff, £.C., Chairman 
Right Hon. Lord Ashiield, 

Sir Joesph W. Flavelle, Bart., 

Commissioners 

Beaudry Lemen, Heq., 


Leonor Fresnel Loree, Haq., 


Welter Charlies Murray, Bsq., 


John Clarence Webster, isq., 
Aythur Moxon, #sq.,k.C., Secretary 


Officers of the Canadian National Railweys 
A. HE. Warren, Vice President, Western Lines, 


BO. WV. Bairweather, Director of the Bureau of 
Economics, 


C. S. Gzowski, Chief Engineer of Construction 


Officers of the Cenedian Pacific Railwa 


D. C. Coleman. Jice President, Western Lines, 


T. C.MecNebdb, Engineer of Construction, 
Western Lines, 


Jo Me. Re POlrbairn, Chief Engineer. 


Western Tour, 
En Route Vancouver-Winnipeg, 
Wednesday, December 16, 1931. 


PRIVATE CONFERENCE 
The Commission met at 2.15 p.m. 
SIR JOSEPH FLAVELLE: Mr. Chairman, in our pro- 
coodings during this railway journey we have had views pre- 
sented to us by letter, by memorandum and by personal state- 
ment. These have become matters of record and will be 
available for consideration later. 

During the last forty-eight hours there has teen 
presented to us @ somewhat interesting statement that we 
thought we should like the representatives of both rail- 
roads to take into consideration in case it became a matter 
for serious comment subsequently, and thet perheps at this 
meeting you might feel disposed to discuss the possibilities 
of the physicel aspects which were brought to our attention. 

A suggestion was made to us to consider, in the 
event of there continuing to be two systems of railweys, 
yvnether vortions of the respective roads could be used 
jointly for the sake of economy without injury to the 
service, whether there could be @ reduction of lines, and 
whether there could be a reduction of trains. Broadly the 
Gistricts mentioned were ; 

1. The mountein section entering British Columbia. 

it L remember rightly, special refcrence was made 
to the dossibility of fusion of interestsfrom Kamloops to 
Vancouver. 

@. Ihe district in northern Ontario served by two 


lines of the National Railway and by one line 
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ras 


of the Canadian Pacific Réellwey. 

A mutual service was suggested over what would be 
considered precticel from an engineering and operation point 
of view, whereby in place of operating three lines, two or 
one would be sufficient. 

3. The district tetween Toronto and Montreal and 

between Montreal and Ottawa. 

It wes suggested thet by the two railways working 
together it would be possibls to usc one of the existing 
lines to perform the service of the two, or that two lines 
should be used to perform the service of three. 

A. New Brunswick and Quebec. 

Whether it is possible to develop a joint working 
service that would lead to @ reduction in the tracks now 
overated. 

In order that you may have 2 cuc to whet wes in “he 
mind of the speaker who developed the subject, he referred to 
the situetion which you yourselves solved in the Peace 
River district by G@cquiring jointly the provincial lines 
from the government of Alberta end forming what is now known 
as the Alberte Reilweays Company. He used thet as an illus- 
tration of whet might be effected in these other districts 
ii the matter were berore you. 

Now, Mir. Justice Duff has been kind enough to ask 
me to make this statement to you because I thought that 
with this representative body of operating and other tech- 
nicel officers of both GCompenics on board the train, it 
Might afford enh opportunity xror vou to talx over the metiter 
Gogeticr. Necessarily of course we had no thought that you 
could deal with 1% definitely apart from your senior execu- 


tives, who neturelly would have to have it presented to then: 
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Dut Get tho seniors heving it berore them would refer it 
410 the operating and Gcngincering officers to sce whet sort 
Of d1Cture could be worked out if the gconerel principle 
were edoptcd. I do not think the Chairman cxpects you to 
discuss the morits of it, but simply to sit down with us 
end telk together concerning what the gentleman to whom 

I heave reforred thought might be an importent improvement. 

MR. COLEMAN: I wes present, Mr. Chairman, when one 
of the railway presidents apyneared before the Commission, and 
my recollection is that he was then requested by the Commis- 
Sion to go into the subjcct with the cxccutive of the other 
reilvey company ene sec if Something could not be worked out 
along those lines. I Dresume & similar invitation was ex- 
tended to the prosidcnt of the othcr railway. 

THE CHAISMAN: Quite so. 

MR. COLEMAN: | @m oulte surc they arc working on 
thet oroblom how, and anything I might say so fer as our 
company is conecrned would be subjcct to any olans which 
were being formedin the cast. 

THE CHAIRMAN: Of courec, Mr. Coleman, we did not 
cxocet from you eny cxpression Of oDinion offhand. We 
wordercd how fear you could holp the thing along by apply- 
ing your minds to it. 

MR. COLEMAN: Wes there any reference, Sir Joscph, 
in those representations to joint tcrminels? 

OIR JOGESH #lAVELLE: There was, and I thenk you for 
Pominding me. There wes rofcrcencc to & possibility of 
j0int Germincls in @ 2000 many jsloccs, Gnd the gontlemen 
mentioned onc pl-cco ct least whure there were two stations 
in 2 Smcll yvilleec, ond he thousht if the tuo reilweys were 


to e@egrec it would be possible in e@ numbcr of villeges to 
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have one reilwey station do for both reilways. Mention was 
also made of telcgreph and express scrvices. 

THE CHAIRMAN: Therc wes some reference made to 
hotels also. But thet perticular suggestion mMeinly con- 
eerncd the stretches between the prairics and the coast. 

SIR JOSEPH FLAVELLE: I think he stressed the fact 
thet those territories were themselves non-productive, 
they were simply bridges to carry freight to the terminel 
voints, and he wondered if they could not be worked in 
common. 

MR. COLEMAN: We heave joint terminals in the west at 
Prince Albert, North Battleford, Swift Current and Regina. 

MR. WARREN: And at Humboldt and Melfort. 

MR. COLEMAN: Yes. Suggestions heve been made that 
we might have joint pessenger facilitics at Calgary end at 
Edmonton. The difficulty et Calgary when the subject was 
broezched w2s thet our railwey facilities were veryinadequate 
for oar own use. AS 2 matter of fect we had in contemplation 
if this dcrression hed not arrived, cnlerging our station, 
in which cese we did say we would be gled to afford facili- 
ties for the Cancdian National; but they thought it should 
be reciprocal to the extent that we should make use of their 
fecilitics et Edmonton. [hat of course has been held off 
by the fect that there has been no extension et Calgary. 

MR. WARREN: As fer as we are concerned, Mr. Chairmen, 
we should be only too gled to go into the mattcrs you sug- 
eest and in the Spirit you heve mentioned. AS &@ matter of 
fact we have several things that we have been trying to 
work out between ourselves in the west from time to time, 
such as joint opncration of the lake head terminals. Andeed 


wo do &@ 16% Of j0i1nt switching et the head of the lakes right 
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now. Mr. Coleman and myself feel we might advance that 
very materially. ‘“hether or not we can get rid of the 
vhole operation by one amalgamation it is almost impos- 
sible «t this moment to say, but we have in mind elimina- 


tion of 2s much duplication as is practicable. 


I can only add that it must be understood that the 
officiel approval of any recommendations thet I might make 
“ill have to rest with my president and some other execu-~ 
tive officers. 

HE CHAIRMAN: Of course. 

MR. VERREN: Mr. Coleman and I suggest that we go 
into conference and see what other things we have got on our 
minds thet vould be for the general yvelfare. 

WR. COLEMAN: That is perfectly satisfactory to me, 


hy. Chelrmen. 


present, I think. 

Sie 3s0Se2F PLAVELLE: One could not travel over the 
orairies as we have been this morning without seeing how 
ne2r some of the services are, and wondering whether there 
would mot be a goSsibility of a joint service over one line 
of tracks. I Go not vant you to ansver thet suggestion. 

I only make it in order thet when you are giving the matter 
Gonsideration you may think of that asnect of it. 

Kk. COLMMAT: I think vou saw one of the most flag- 

vant cases of Guplication in the west this morning -- the 


Sins of ovr fathers. thet is one of the lines we might per- 


COMMISSIOUVES LOREE: tir. Coleman, I find on reading 
vo. alfred Smith's vevort that he makes the broad suggestion 


ure kheec of tne lakes betveen 
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western lines and eastern. I see political’ objections 

fo that and nérhans operating objections. As I listened 
to the testimony at our meetings the wonder grew in my mind 
whether three districts could be created: Say a district 
from Edmonton and Calgary, taking everything west of those 
points; a Gistrict between Winnipeg and North Bay, and a 
district west of Levis where the lines could be thrown to- 
gether with advantage to the joint interest of both com- 
panes. E8rhaps in that case some assistance could be 
@iven by the government to carry what is perhaps unpro- 
ductive mileage. I am not asking for an answer, I am 
just supplementing Sir Joseph's suggestion, 

SIk JOSE°H PLAVELLE: That is all I had in mind, Mr. 
Chairman, unless there is something, gentlemen, that you 
could have some conversation about while we are gathered 
together. Your report, Mr. Warren, is nearing completion? 

WR. GARREN: It is. fart of the branch line report is 
yeady now. The station earnings have to come from Montreal, 
but we can give you a general idea of the grain business. 

Ole JOSEPH FLAVELLE: Mr. Wilson yesterday stated 
thet the difficulty in their truck operation was not com- 
petition with the railways, but comretition with other 
trucks. Do the two lines running into Edmonton from Cal- 
gary parallel one another going north? 

MR. COLEMAN: [ot very closely. 

SIR JOSEP FL.VELLE: It occurred to me while he 
yas talking that perhaps one of the parallel lines could be 
used for motor traffic. 

MR. WARREN: They have a hard surface road all the 
way dovn, their highway is completed. 


Sin JOSEPH FLAVELLE: But I mean if you were going 


to suffer a substantial depletion of tonnage by reason of 
truck competition, and you yourselves thought of going into 
the trucking business, one line of railway north and south 
would serve both cities, and the highway end would be as 
nearly an exclusive privilege as you could secure, and would 
be the railway method of meeting highway traffic compe- 
tition over thet varticular erea. 

MR. WARREN: They serve entirely different areas. 
We have a freight service on our passenger trains now, about 
twelve runs where we deliver freight direct from passenger 
trains. 

COMMISSIONER LEMAN: Pwelve a day? 

MR. JARREN: Yes, twelve different runs. 


SIR JOSE2H FLAVZILLE: One per day on each line? 


bry 


MR. ARREN: Yes. 6 are trying it oul. We know we 
have not lost any more freight, in fact we have gained some. 
Just now much thet gain is due to the service we cannot tell, 
for it hes act been in long enough. [G is an experiment. 


Of course, this saves running a wayfreight train and cuts 


down expenses accordingly. 
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neing for delivery 
forthwith at the various stations? 
MR. WARREN: No, that is the difficulty of the whole 


thing us to now, thet we have no storedoor delivery. We 


ae 


ré stetion to station, end méking the time exact so thet 
cverybody knows when to exvect the train. We ere following 
tole u> GO sce whet the result will be. 

THe CHAIRMAN: Adperecntly therc is no regulation of 
hignwey retcs in Sesk. tehewan. 
WR. COLEMAN: Mo. 


ee UAL Gan: Nor in Jenitoba? 
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bent 


THe CHAIRMEN: Nor in Alberta. Is there anything in 


sight? 


Vo, FAIMUEATHER: Might 1 sey in ree-rd to thet, Mr. 
Cheirvman, that I heave been following quite closcly the 
expericnee of various States of the nion in attempts to 

Toeulate rates, I find thet no State as yet has ever suc- 
eceded in effectivelyregulating either rates or services. 
The rcesor for thet scecms to be thet there is such 2 mul- 
tTivlicity of operations the euthoritics cannot lay their 
finger udon toc violetions. One prominent trucker in 
Boston wes @2sked «s to whcther regulation of rates and ser- 
viccs wos isasibic, end he answered: You could meke the law 


but it would take the whole United Steatcs army to try to en- 


PH CHAIRMAN: Yeu dc not think that thet would be 
S0 1n tho “yeiric Gountry? 

MR. WARREN: ¢ beve the samc thing in Menitobc. 

Ve heave given co the Menitobe department that controls truck 
infrections probebly 400 cases, and they cannot do a thing 
ith them: they have not cnough policcmon to enforce the 
low. 

THE CHAIRMAN: Infractions in wht sense? Speed? 

MR. “ARREN: Overvcightsand men doing trucking under 
© liceéns¢e they did not have, and so on. The present stairl 
of soliccmen cennot cnforce the low. The Canadian Railroad 
Associ-tion has given the authoritics thet information. 

Tee CHAIRMAN: Prime t@ele thet scems rother extre- 
ordinery. I should “eve thought thet oy «= licensing systcm 


you could control the traific. I Suppose it Gxtcnds over 
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Such © Wido ares thet it 1s difficult of control. 

MR. WARREN: Yes. 

THE CHAIRMAN: Of Goursc, Sheorctically the thing is 
Simple enough: You impose | license, teke power to cancel 
1G, @nd 50 O71: bUY Unlicss you can frighten the people they 
will become careless. It really depends on the respect the 
people heave for the law. And bootlegging, I Supposc, has 
become too fashioneble. 

MR. FAIRWEATHER: I might mention that an attempt by 
one of the southern States even in such a simple matter as 
taxation was evaded by whe truckers carrying on their trucks 
drums of gasoline concealed under their merchandise. 

SIR JOSEPH PLAVELLE: is 1t illegal to move gasoline? 

MR. FAIRWEATHER: The State made it illegal; but the 
trucker instead of buying his gasoline in the State and 
paying a tax of ten vents a gallon. purchased his gasoline 

New fork end carried it in drums concealed under his 
merchandise, thereby eveding the tax. 

Ta3 CHALE Le: between Calgawy and Edmonton, would 
there be entirely different communities of importance lo- 
ceted on each line? 

MR. WARREN: Yes, sir; we do not toucn anything 2t all 
With the one exception at Rec Deer, where we have @ spur of 
seven miles. 

COMMISSIONER LEMAN: Thet is what I thought. 


(The location having been described by mearc 
of a map): 


Whet would you say 2s betweer Saskatoon and Edmonton? 

TR. WARREN: Of course, there is 2 certain amount of 
duplication on the mileage from Saskatoon down to Unity. 
One is tae mein line of the Canedian Jetional, end the other 


is wheat 1 would term -- I do not know how Mr. Coleman would 
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deseribe it -- & sccondary main line. 

MR. COLEMAN: Theat is the line we have come over 
from Edmonton. 

MR. WARKEN: There is 120 miles of line where we ere 
peareallel, 

COMMISSIONER LEMAN;: My question bore upon the im- 
portence of the communities located upon each line. 

MR. WARREN: There are communities upon both lines; 
no matter whet is done it would be difficult to serve them 
ell. 

SIR JOSEPH FLAVELLE: They are not far enough apart 
To Ssufier eny special hardship? 

MR. WARREN: Generally speaking, not between Unity 
and Seskatoon. 

COMMISSIONER LEMAN: As between Unity and Edmonton. 
the lines ere fairly well apart. What do you say as between 
Brandon and Saskatoon? 

MR. COLEMAN: There is a difficulty there. 

MR. WARREN: Yes. 

MR. COLEMAN: They ere old established communities. 

IR. WARREN: And you are on eae different elovation. 

COMMISSIONER LEMAN: Then between Maryficld and 
Peebles? 

MR. COLEMAN: Theat is the Reston branch of the Canadian 
Poeitic. 

MR. WARREN : There is another line that might be 
considered. 

MR. COLEMAN: The Canadian Naticnal Railway from 
Brendon to Resina, 

SIR JOSEPH FLAVELLE: I am sure you would render us 


valuable servicc with your more intimate knowledge of the 
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subject, if you were critically to examine whet could be 
done in the shape of amalgamation on the one line. That is 
one of the contributions you might make towards the con- 
sideration of the whole problem. 

COMMISSIONER LEMAN: What about the two C.N.R. lines 
between Winnipeg and Portage la Prairie? 

MR. WARREN: They constitute double tracks. 

SIR JOSEPH FLAVELLE: You have a concentration of 
treific there: 

MR. WARREN: In a year when there is anything like a 
decent crop we have to handle up to about 1400 cars a day, 
thet is grain, as well as other traffic. That is for a 
éertain time, not all the time. We could not do with a 
single track. 

COMMISSIONER LEMAN: Then from Winnipeg running south 
down to Emerson? 

MR. WARREN: Thet is a joint section leased from the 
Northern Pacific and Manitoba under a 999 year lease, and 
is now re-leased back in certain proportions to the 
Northern Pacific and the Great Northern for their trains in 
to Winnipeg. It also enables us to get to our branches in 
southern, south-western and south-eastern Manitoba. 

MR. COLEMAN: The Canadian Sacifie is ecross the Red 
River. 

SIR JOSEPH FLAVELLE: You would consider the Northern 
fecitic,your own scrvice, and the Canadian Pecifie on a 
single line would be too heavy @ charge? 

MR. WARREN: You are across the Red River, in a dif- 
ferent community altogcther. 

SIR JOSEPH FLAVELLE: 1 know; but are there settic-— 


ments on both Sides of the river? 
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MR. SARREN: yos. that ie the Red River Valley, onc 
of our best districts. 

COMMISSIONER LOREE: Do you kcep your divisional 
accounts wo you know the c@amings and expenscs? 

MR. PAIRWEATHER: Not the carnings, Mr. Loree, but 
the Gxpenses. The carnings are hancled through @ central 
accounting office, and we do on occasion distributc those 
c¢ernings, but only for the purpose of special studics. 

The expenses, however, are available by divisions and sub- 
divisions. 

MR. WARREN: We gonerally take the gross ton mile and 
the net ton mile end add one against the other. Last year 
we estimated the pass nger train mileage. Of course, it is 
not correct but it gives you some sort of a picture. 

MR. FAIRWEATHER: Anything else would be arbitrary 
anyway . 

COMMISSIONER LOREE: What local business is there 
on the line between Fort William and Sunerior Junction? 

WR. WARREN: Nothing of any consequence except pulp- 
wood and some lumber. ‘The local business is such that we 
run {ust two trains per weck on the line. 

COMMISSIONZR LOREE: Theat is one of the lines that 
possibly could be abandoned and a shorter connection put 
in, using the Canadian Pacific as a joint line. 

MR. WARREN: You mean to join up with the Canadian 
Pacific down about Raith? 

COMMISSICIER LORSE: Somewhere in that neighborhood. 

WR. WARREN: That is »nossible. Of course, the only 
©bic¢oti0n to that cifheand, Mr. Loree, is the fact that in 
order to get into ovr sorting yard at Nsebing we would havc 


to come off the Canadian Pacific again and build amother 
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connection to get over there. Of course, in the terminal 
arrangement we might work out something that Mr. Coleman 
and I had in mind a long time ago at Fort William. 

COMMISSIONER LOREE: It struck me you might use 
both tracks us from Ellis to James. They are pretty close 
together, apparently, for thirty or forty miles. 

MR. WARREN: We go over the C.P.R- at the Kaministiquia 
River crossing, and we have a double track in there to the 
river yard. We have already taken up the old G.1T.P. line 
On the north side of the river, but we will certainly look 
at that again, Mr. Loree. 

COMMISSIONER LEMAN: Is the C.P.R. line double tracked 
from Winnipes to Port Arthur? 

MR. COLEMAN: Yes. 

SIR JOSEPH FLAVELLE: You are both double tracked, 
are your: 

MR. WARREN: No sir, we are single tracked. Of course 
we have two lines. 

SIR JOSErH FLAVELLE: Yes, but | thought your original 
Mackenzie & Mann line was double tracked. 

MR. WARREN: No, except for & few odd miles here and 
there. 

COMMISSIONER LEMAN: In a normal year is your double 
track way fairly busy? 

MR. COLEMAN: We have never reached the capacity of 
it. 

SLR JOSEPH FLAVELLE:You completed it only this year? 

MR. COLEMAN: No, there was one section of it which we 
Dbullt five or six years ago. ic double tracked the short 
dine from @merson to Winnipeg, @ distance of 52 miles. The 


belance was comoleted in 1908. 
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COMMISSIONER LEMAN: What would be the difference in 
mileage between the two railways from Winnipeg to Fort 
William? 

MR. WARREN: The C.P.k. 1s shorter by about ten miles. 

COMMISSIONER LEMAN: Does the C.N.R. tad any business 
originating on the Leke of the Woods7 

MR. WARREN: Of course we go into the paper and 
lumber mills of the Shevlin-Clark and Backus companies and 
our linc gocs into Duluth from there through Virginia. 

COMMISSIONER LEMAN: I do not see the connection with 
Duluth. 

MR. WARREN: From Fort Frances south. The only dis- 
trict we g6t of the Rainy River is the end of it. We are 
north there. 

THE CHAIRMAN: We are very much obliged to you, 
gentlemen. 


(Mr. Mallory Joined Mr. Fairweather and 
the other railway officials retired. } 


THE CHAIRMAN: Mr. Fairweather, I think you told Mr. 
Moxon you had something you were ready to go over. 

MR. FAIRWEATHER: Yos, sir. 

THE CHAIRMAP: I think you were going to give us some 
of the heads of that anticipated improvement to which Sir 
Henry Thornton referred -- $40,000,000, I think it was. 

MR. FAIRWEATHER: IE heve here @ statement setting 
forth trc extreordinary economics which the Canadian Nation-— 
al heve instituted. 

tH CHAIRMAN: Ney [ ask whet you moan by ¢xtraordi::- 
ery, DO you meen striking or out of the ordinary course? 

PR. FAIRWEATHER: 1 wes goine to define it, sir, as a 


measure towards mecting the »resent depression. These 
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extreordinery economics represent an attempt to curtail 

the expenses below the levcl which they would reach under 
ordinary manescment. Naturally, as traffic falls, if you 
heve & well maneged enterprise, the labour bill will go 
gown, 2nd e@lso the material bill. These items which I have 
now before me are largely made un of things attemoted be- 
yond thet -- reductions in retes of vay, a shortening of the 
working time under agreements with the cmployees, and things 
of that naturc, as well @s @ drastic curteilment of passen- 
£cr train service. 

COMMISSIONER LOREE: Docs the company ect any return 
from the Short day? 

MR. FAIRWEATHER: That is @ very interesting thing, 
Mr. LOrce. e do mot yet know the limit to which this tcn- 
Goney will g@o, Sul so far we have not been able to detcrnine 
any markcd diminution in the gross output per man-week, not- 
Witnstending the fect thet there is about & seven per cont 
eduction in the working time. 1% seems en extraordinary 
statement to makc, and I suppose one inference would be 
that the supervision in other times was serheys not one 
hundred pcr cert, or what is more likely to be tune case, 
thet in the »resent devression those who have jobs are very 
Keen. However that mey be, the extraordinery thing is that 
working in our shops with reduced time our unit costs have 
ectually gone down slightly. 

COMMISSIONER LOREE: Normelly, whether you employ one 
man for four days or two men for two ageys each, you gct the 
same result. 

MR. FLIRVEATHER: Quite; but that has not worked out 
So far. ‘6 do not know how far thot tendency will be mani-. 


fested, and therefore thesc figures totalling $24,000,000 of 
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economies must in some degree be discounted. 

COMMISSIONER LEMAN: Those ere estimated figures? 

MR. FAIRWEATHER: I heve them here in greet detail. 
The first was a very drastic rearrengement made about July, 
then enother ebout August, and anothcr in November. They 
fotel $23,700,000 per yoer. 

SIR JOSEPH FLAVELLE: You mean that those are extra- 
ordinary changes after you have already introduced normal 
economies? 

MR. FAIRWEATHER: os, Sir. 

SIR JOSEPH FLAVELLE: These arc extraordinary changes? 

(FR. FAIRWEATHER: Yos, sir, extraordinary attempts to 
meet tho depression. I would suggest, if it mects with 
your approval, thet e copy of this statement be filed with 
the Commission. Or woulda you prefer thet I go over it in 
detail now? 

THE CHAIRMAN: I think it would really be more conven- 
ieént if we G2cn hed @ Ghenec to look over it bcfore you go 
into it. 

SIR JOSEPH FLAVELLE: I think so. 

THE CHAIRMAN: It is not very satisfectory to follow 
an oral statement of dcteailed statistics without having 
first hed an opportunity of examining tho figures. We could 
heve copies of the stetement within an hour or so, I suppose? 

MR. FAIRVEATHER: IT think so. [% is simply a matter 
of tyvewriting and checking, elthough I heave a very limited 
stcenogrephic staff with me. 

THE CHAIRMAN: If you cen do that within @n hour or 
So, wo will teke it ua et 6.15 this evening, efter we 
errive in Kevzine. 


At 5.20 pem. the Commission adjourned. 
(Page 335 follows) 
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The Commission resumed at the Saskatchewan Hotel, 
Regina, at 6.15 p.m. 

THE CHAIRMAN: We now have your memorandum, Mr. 
Fairweather, showing the economies effected. The figures 
would rather indicate that this is a 1941 matter, but as 
| understand 10, it is virtually for 1962 -- 10 is veally 
a projected programme? 

MR. FAIRWEATHER: Not entirely, sir. The various 
economies mentioned were put into effect at the dates in- 
dicated on the summery. That is one thing to which £ 
Wish to draw your attention. 

THE CHATRMAN: Well, these are all involved in 


this statement indicating cash requirements -- pl14,000,000, 
io ic? | | 
MR. FAIRWEATHER: To a certain extent, sir. The 
full oe Woe not be, but a certain portion would be. 
| THE CEAIRMAN; These figures are estimated for a 
year, beginning on the date mentioned? 
on. FAIRWEATHER: These figures are the estimated 
“economies for a year, beginning on the date mentioned. 
_ +-_—«s {ORD ASHPIELD: Is the $114,000,000 affected vy 
this spe conent at all? 
WR. FAIRWEATHER: No sir. 
LORD ASHFIELD: You made full allowance for it? 
MR. FAIRWEATHER : ‘Yes sir. 
LORD ASHFIELD: As I understand it, you expect 
economies of $23,000,000 for 1952, and before arriving at 
“the savings in 1952 you must reduce the #23 ,000,000 to 
“correspond to the dates when the economies in 1951 came 


into force? het is the position, is it: 
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MR. FALRWEATHER: If you are making a comparison 
With 1961, yes sir. 

LORD ASHFIELD: So that you have to take into con- 
Siceration the possible traffic for 1941, down and up, and 
the expenditure for 1951 down covering a full year in re- 
Specv of gs different economies? 

Va. PALHWEATHER: Quite so, sir. 

SIR JOSEPH FLAVELLE: The 7/21/31 figure would be 
five-twelfths of that, would it not, and on your 
$2,222,000, four-twelfths would apply? 
| MR. FALRWEATHER: Approximately, yes sir. 

Sik JOSEPH FLAVELLE: And on the next item of 
eight millions, one-twelfth would apply -- or it would be 
more correct to say one-sixth; is that right? 

MR. PAIRWEATHER: Approximately, sir. 

SIR JOSEPH FLAVELLE: That is to say, for this 
year, 19617 | 

MR. PAIRVEATHER: Approximately. 

SIR JOSEPH PLAVELLE; And to that extent they are 
dpvolved in this statement? 

MR. FAIRWEATHER: Yes sir. 

LORD ASHFIELD: They are inside the statement? 

MR. PALRVEATHER: Nes Sir. 

LORD ASHFIELD: May I ask how the information in 
this statement was compiled, by which you arrive at the 
$25,000,000 odd? 

MR. FAIRWEATHER: That was compiled by taking 
into conterence the various departmental heads and in- 
structing them with regard to policy and having them 


then submit proposals. Those proposals were reviewed 


~ 537 - Mr. Fairweather 


by the executive and then the necessary actior. was taken 


and the departments concerned were advised. 
LORD ASHFIELD: JI am sorry your answer is nov 
quite clear to me. When you refer to the executive you 


mean the President and the é@éxccutive officers of the com- 


MR. FALRWEATHER: Yes sir. 

LORD ASHFIELD: In reviewing the e.penditure Lor 
| the whole undertaking, what was the policy laid down in 
“respect of this economy of $23,000,000? 

MR. FAIRWEATHER: The problem before the Senlor 
executive was bo pare the expenses down to on eecclate, 
‘varebones | basis, as no er as that could be done « 

- LORD ASHFIE SLD: Wee anything definite given in the 
way of instruction - Was there any writcen Instruction? 

OR. FATRVEA mR: On yes. 

“LORD ASHFIELD: bos we see that? 
MR. FATRI JEATHER: Ihave not those WitD me; bul for 
“instance, I received instructions as a dopartmontal officer 
ee TO just what I was to. doe 
: : LORD ASHFIELD: Were those instructions oral or 
wpstten? 
| | MR. FAIRWEATHER t “They were written. 
— “tHE CKATHS AN We could have: those, i have no 
“doubt? | 
/ : “UR. FAIRWEATHER: I Gould obtain them; 1 do not 
have” them with me o. | | 
TEE | ORATRUAN ‘The value of this statement would 
| to. some extent: on what those instructio.is were, —f 


De outs cet chen. 


- 3438 - Mr. Fairweather 


MR. FAIRWEATHER 1 Gould tell you now vorbally 
what they were. 
“LORD ASHETE ELD: That would be very interesting. 
MR. FAIRWEATHER: The instructions in the last mos 
- arastic out -- 


| tee ‘CHAIRMAN: ee ae 


MR, FAIRWEATHER: Yoo. 
LORD ASHETELD: Did ae have several cuts Prior GO 


OUR. PA FAIRWEATHER: On y ve es, but those prior CulLae dic 


@ 


(not reach bo such a drastic. extont as the | November cut. 


LORD ASE (FIELD: Do. i "gather From your answer the) 


eans ‘this: that as ‘the situation developed, showing e 


radually: worse, the screw was tigntenc 
LAER: Tmt Lona 4, yo lordshic. 


SHE ‘IE LD: Is th is. ‘the ‘fine 1 wordt Fave yO 


Is ib “squeaking or -squealin q 


ee es 


uca ating, is the bette r word. 


- Squealing would be, ve 3, Bue 


instructions Tr received were to review the operations 


Sy che : 


upon ‘three - eesumptions: ‘first, et Stale 
a could | make, which, while they mig Mt hamper to 


, would Soll. 


laid upon the shelf ‘but GO be aonlinced as a 
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nucleus, 

LORD ASHFIBLD: This of course cannot be taken 
as a standard for all departments. 

MR. FAIRWEATHER: No, not for all departments, Dut 

the form was the same for all. And the third assumption 

| was as to what economies could be effected if the depart- 
ment So abolished. 

THE CHAIRMAN: That is, these were alternative 
" hypothosis? | | 
MR. PATRWEATHER: ‘They were alternatives, sir; 
and the executive took those reports and finally arrived 
at the s catenent of economies indicated here in Exhibit 


"cl. To complete | the picture, lr. Chairman, I might say 


that subse souene co this s eet nent of economies the decis- 


ion of the conciliation ponte toes our running tradcs 
was hands a down, which by a majority award declared for a 

.. per cent decrease iD rates of pay. That would 

— rosult 4 in approximately we million dollars additional 
i the amount shown fore. | . | | 

| | THE CHATRIIAN : thie wes done vetore thet? 

UR. FATRVEAT: ist ER: This, sir, was done before Chat. 
and it. would not have poe) pope eo ine lude that amount: 
“put < since the award is out and the railway company is now 

acting | upon ic there is a ‘further amount of $2,000,000 

based upon the 1931 volume of traffic. 

: LORD As FIELD: ‘Practically for the next year? 

o PAIRWEATEE BR | Yes sir. 

THE CHATRMAN; That would make it $25,700,000? 
OUR. -FATRWEATHER: Yes gir. 

| oa ASHFIE nus is your traffic still falling this 


-_-year as compared with last year? 
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MR. FAIRWEATHER: Unfortunately it is, and it is 4 
matter which gives me very much concern. lt am not alone 
in that, - know, but particularly it falls upon Mr. Mallory's 
shoulders and mine to watch these things; and in all my cx-~ 
perience I have never seen such a long continued decline as 
that which we have experienced since 1929. We are still 
showing declines of from twelve to fifteen per cent cach 
yeporting period. 

THE CHAIRMAN: What are those periods? 

WR. FAIRWEATEER: They would be weekly for three 
months and then a closing period for the end of the month. 

THE CHALRMAN: Twelve to fifteen per cent -- {i do 


not quite follow what you mean. What is the percentage 


Ont 
MR. FAIRWEATHER: Percentage as compared with the 
provious year. For instance, the first week in November 


would show a decline of 12 per Gent as compared with tne 
first week in November last year. 

LORD ASHFIELD: Assuming 12 per cent decrease ina 
year, whee would the auoere oe money be? 
| MR. FAIRWEATHER: On our present volume of revenue? 

LORD ASHFIELD: I am taking it for 1932. 

MR. FAIRWE..THER: ae would be le per cent of 
$180,000,000 -- $21,600,000. 
LORD ASHFIELD: That would be a decrease of 
$21,600,000 in your gross takings for 1922 as compared 
with 1932 on the basis of a 12 per cent decrease. 

. MR. PATRWEATHER: dt Ghat continues, sir. I may 

say in that regard I kecp what is to me a very interesting 


and I think informative chart that shows the trend of the 
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decresse¢e end if it is anything cheerful, that has in tho 
last month flattened out. 

THE CHAIRMAN: Did you mean that the rate of de- 
crease was an accelerating rate as the year advanced? 

MR. FAIRWEATHER: Well, if you would go back to 
the beginning of the depression, Mr. Chairman -- 

THE CHAIRMAN: I mean as compared with last year. 

MR. PATRWEATHER: As compared with case year our 
decreases were heaviest in the summer months, and as we 
approached the fall they started to get smaller. Ll be- 
lieve We did stand some decreases of as much as 30 per cont 
as compared with the previous year. 

LORD ASHFIELD: The tourist traffic would have somo- 
bhing to do with it, I suppose. 


MR. FAIRWEATHER: Most of that was in freight, sir. 


he very disturbed condition of international affairs L 


think had a more profound bearing upon our gross than any 
other single factor. You sce, we are the fifth trading 
nation in the world, and with a population of ten millions 
that means that our activity per capita is normally ver 
high and we feel disturbed international conditicns much 
more than another country would. 

THE CHAIRMAN: When you speak of a 12 per cent 
decrease, taking jest year as the datum, you mean that 
would be an average Ghroughout che year? 

MR. PALRWEATHER : No sir. I believe the decrease 
Chas year as compared with last on the average is much 
more than that. . 

LORD ASHFIELD: More than 12 per cent? 


MR. FAIRWEATHER: Oh, much more. 


Mr. Fairweather 


o the decrease to date? 


. Mallory worked up a memoran- 


“ 


The decrease to date OF 


ur veil lines was eighty- 


coieea a per cont | decrease. 


ur 1651 a 


oP the ‘twelve 


hat estimate” 


ercentege is that? 


Mr. Mallory — 
Mr. MeLaren 


about 2 20 or 21 per cent. 


a per cent decrease aos 


Al fleuoes ¢ to the end of | 
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eastern lines? | 
OM. FAIRWEATHER : No sir, they do not. 
‘LORD ASHFIELD: Who is responsible for economies 
ion eastern lines? : 
| MR. “FAIRWEATHER: ~The same management as is re- 
sponsible ‘for economies on the rest of the system. 
LORD ASHFIELD: would there be a proportionate 
- Sacer in expenses: there? 
: MR. “PALRWEATHER: a should say yes. Any econom= 
hes which we chave: pub into effect nave been put into 


effect 0 on ‘the: eastern lines on the same basis as tee have 


oe on the rest of the system, _-. 


THE ‘CHATRMAN: | ‘These figures wit bh ee to econ- 


“enon exclude ee lines also, | do they? 


ee ee Government Merchant Marine 


ae ‘the: West Indic service, 


THE CHATRMAN: But 46 includes: ‘such steamers as 


. are operating. and consider part of the os opera- 


_ . LC } : : aN TH ER . Yes a sir : 


ee compared with the beginning of 
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little better, oe then as the year progressed per cent 

decreases got worse until we ‘reached the fall months, and 

then dn Che late fall they started to ue rather smaller. 
_ ae CHATRMAN: ‘What month would thet be? 


MR. “PAIRWEATEER: a have. here a statement Tor tne 


(systems tt includes the Centrat Vermont but ac excludes 


the eastern lines. “These are typical per cent decreases 


sn tamars, 2 per ‘cent; “February, 21; ‘March, 


j May, oo 21; duly, 22; ; August, 24; 


accord- 
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MR. FAIRWEATHER: Our peak would perhaps be put 
forward a little. Our minimum corresponds almost exact- 
iy. 

THE CHALRMAN: What is your Yebruary percentave 

MR. HATEWEATHE “is HPebluary 16 4 21 per cent decrease 
as compared with February Of the vrevious year. 

THE CHALRMAN: And in October, 232 

MR. FAIRWEATHER: 23.3. 

THE CHARMAN: Do you say that your peak would nor- 
ee 
_ 7 GATHE i Our pesk in earnings -- normally 
beioter is our heavy month. After that, Noverber shows 
somewhat of a decline, December a bigger decline and thn 

January, and February is the minimum month, Hach period 
4s compared with the ‘corresponding period ain the preced- 
| ing year, and the cycle OL earnings month by month forms 
2 very typical oicture. As lr. Loree has said, it stercs 
ee in Feoruary and then increases to a sort 
of plateau, and then when the erop moves in the fall it 
goes up to a mountain peak; then ab sharply droos away 
fron that down. to the minima, and that is 4a typical 
year! 8 traffic. “The ‘thing chat hit us, OL course. in 
1929, was a crop feilure; chat took away a good part of 
our oak and that Was really the a effect of the de- 
pression on our 1929 earnings. Our 1930 ae when 
they came along -- our fall peak did not rise to its 
accustomed height on account of the depressicn, and in 
Agol 7 vather think ‘that the fall peak has assumed a 
—aserie more nearly fos correct proportion [oO tie rest 97 


S ‘he year. _ 
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COMMISSIONER LEMAN: That would be one of the 
reasons for the improvement in your percentage for Octo- © 
ber -- you were comparing with a year of depressed traff- 
aCe 
MR. PAIRWEATHER: Yes, sir. 
COMMISSIONER WEBSTER: Do these figures correspond 
pretty much with those of the Canedian Pacific: 
MR. FAIRWEATHER: Yes and no. Generally speaking 
the Canadian Pacific figures follow ours, but for some 
reason I have ae been able completely to explain, 
tneir figures tend to be a little more erratic. a 60 
not know the reason for it, but they do not follow as 
smooth a trend as ours. | 
SIR JOSEPH FIAVELIE: Are they showing about the 
same dcoresce o5 you? | 
OUR. FAIRWEATHER: Well, they showed a very heavy 
decrease ig their _ weekly figure; I think it was al- 
most 16) per cent, wag it not, Mr. Nallory? 
MR. MALLORY: a have not seen the last eipures. 
MR. FAIR ATHER: ‘The One prior to that they had re- 
bioca es decrease down to quite a small one, | think 
only a matter of around 5 per bene But their decreases 
generally speaking are a little more erratic than ours. 
a would not desire or try bo ceplein it. 
| LORD ASHFIELD: — What was your ratio of expense to 

gross receipts last year? | 

MR. | PATRIEATE 16h: Lo you wish the all-inclusive 
- system, on our system as reported? 
| | LORD ASHFISED: on the basis you are working on 
DoW, 


MR. FAIRWEATHER: That would be the system as re- 


Mr. Pairweather — 


ating ratio was 88.05. 


3s it this year to date; have 


"cent freight 
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LORD ASHFIELD: Could we come back to this question 
OL Cre instructions given on the question of economics? 
We have dealt only with your department; could you deal 
now with all the departments? 

| MR. FAIRWEATHER: I know in that particular case 

identical instructions went out from the President's 
office. | | 

LORD ASHFIELD: They could not be quite the same, 
because it would wipe out every department and every train 
would stop. it is an impossible contemplation. upere 
must have been some instruction; Lt was wondering what 
form at took. Was i a “request to each responsible 
Oli icer to ee his own judgment in determining what 
Was the oo at which you had reached the bone, or was 

a on the basis: oe percentage reduction? 

: MR. Se a -- 
a ASHFIELD: Was. it the function of the officer 
to determ vine how much he mast spend in the year? 
MR. -PAIRWEATHER: May i explain, sips Ther was 
in the first instance a conference an the. President's 
“office. At thet conference the seriousness of the situa- 


_ tion was | explained and general instructions given to see 


what economies could be made, carrying the ‘thing to the 


_ ubmost. To facilitate the preparation of those estimates, 


these | hypotheses were submitted; because, sir, each of 


the: main departments: would pane sub-departments which 
“want be dispensed with. I will instance again my own 
department : my own department could be done away with to- 
Ses without act ually affecting the running of the 
trains, and it is | purely a matter of policy as to whether 


a ds contimed or note And raoce would be many other 
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sub-departments that sould be cut off; for instance, Our 
colonization department, our immigration department, our 
radio department, things like that, where the executive 
decision would have to be made as to whether they were to 
be continued at all or not, and for the purpose of guid-- 
ing the executive one of the things was just that. 

THE CHAIRMAN: Then you had three alternatives: 
first, reduction without seriously interfering with operae-~ 
tion? | 

MR. FAIRWEATHER: Yes. 


THE CHAIRMAN: Second, reduction to the point of 


maintaining only a skeleton staff? 
UR. FAIRWEATHER: Yes sir. 

tHE CHAIRMAN: Third, suppression of the service en- 
tively: | | 
| MR. FAIRWEATHER: Where it could be done, yes sir. 
THE CHAIRMAN; Assuming that, Of course. 
LORD ASHFIELD: What does the eolonization depart- 
“ment cost you a year? Have you got the figures? 

MR. FAIRWEATHER: Yes, we have it here in our annual 
report. Our colonization, — agriculture and natural 
resources cost us in the year ending December J1, 1950, 
$526,000. | 

COMMISSIONER LENAN: What does it cover -- just in 
‘broad terms? : | | 

MR, FAIRWEATHER: That group of departments covers 
the contact which the railway company maintains with pros- 
pective immigrants and the placing of men upon the land, 
as well as the development of any natural resources whic" 
may be tributary to the Canadian National Railways; tnat 


is, if anybody desires to know something with regard to the 
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mineral developments along the Canadian National, or the 
lumbering developments, this department would furnish 
them with thet information and generally keep tho public 
advised with regard to matters of that kind. Ll may say 
that our colonization and Bericulvure department has in 
this period of depression turned its attention from immi- 
gration to the placing of men and women upon the land. 
oe ASHPIELD: Where do they come from? 

MR. “FAIRWEATHER: From the cities -- men who have 
drifted into the cities and who have in this depression 
been thrown one of work, but who fortunately have a little 
capital, and if they have just enough Capital to make the 
down payment upon a farm anc tO @nsure a reasonable de~ 
gree of security, our berieulture) department will make 
every effort to place them intelligently upon the land, 

We have in that Tespect done a vory great Work; I think 
| altogether about twenty yiousand familics have been assist- 


ed in this manner. 


gy oe 


. COMMISSIONER WABSTER t In what period? 

MR. FAIRE BATHER : | That 4: is since the depression 

started to be severe ; at the beginning of 194. 
COMMISSIONER WE ESTER: Did you reduce the staff of 

your department to any substantial extont when immigration 
‘completely stopped. 
| MR. FAIRWEATHER: 0h, we a made severe cuts 
in ait. -- just how much I could not Say at this time. 
| COM ISSION ER WEBSTER: Does that figure include the 
ees, of the Buropean offices, say the Faris oflice? 
‘MR. FAIRWEATHER: If it were directed at this ectivi- 
ea | 


COMMISSIONER WEBSUER: Only sO tar, Due nov the 
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wnole cost of the Paris office? 

MR. FAIRWEATHER: Mr. McLaren has just indicated to 
me that this department has decreased its expenses 350 
per cent. 

LORD ASHFIELD: This is a question you cannot poss- 
ibly answer now, Mr. Fairweather. Suppose the Commission 
were to say to you -- and when I say Nyou' i am speaking 
of the Canadian National -- "We are not satisfied with the 
economies which are contemplated, and we wish you to give 
Us 4 report showing what steps the officials of the Cana- 
dian National would have to take to meet the situation if 
economies were made on 2 Certain specified scale. Sup- 
pose we Were 66 say: You have now given us 4 list of 
economies amounting to some $25,000,000; we will increase 
the amount by say $10,000,000 -- arriving at a certain 
figure which we say the Canadian National Railway shoulc. 
‘peach. Assuming for the moment that the Canadian Nation- 

al Railways have to be operated on a certain basis of ex- 
penses in relation to earnings, what we should like you to 
teil us would be this: on that assumption what protection 
would the Canadian National Railways ask in so far as any 
ateps the Ganodian Pacific might take in the matter were 
concerned. Assuming te some instruetion might be given 
to the Canadian National Railways, what steps would you 
ask should be taken a0 far as the Canadian Pacific Railway 
be concepncd? Theat, as 1 have said, is a question you 
“cannot answer now. But if the Chairman agrees and my 
colleagues agree, we would ask you to consult with vour 
officers and oe have vour considered views on that. 
You see what I mean: it has some relation to what has bcen 


said on another matter, because the Senate threw out your 
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programme of extension and the Canadian Pacific stepned 

in and secured some advantage by making cxtcnsions because 
of the policy of the Senate with respect to your programme. 
Here you have two competing systems, with a Government 
responsible for whatever the results of the operating or 
the Canadian National may be. Suppose the Government 
said to poe You pave got to operate this service on 46 


certain basis, whatever that might be, and that scale 


might be submitted so that we should have a knowledges of 

ee steps would have to be taken in the various stages, 

‘finally reaching the very lowest figure that would be | 
possible 4: a0 the circumstances. On that assumption the 

Canadian: Pacific might come into the situation, and 1 
would ¢ eit you would consult with your colleagues and 

. us what “protection | you thinks should be necessary. 
Have. i made ic clear? 


THE | OHATRMAN : You understand, do yOu, Mv. air- 


oes a mean, could you in the way in which it has 
been a to you, without “something more definite being 
ee of figures | 
| WR. FAIRWBARHER: | Well, a confess it is an extromely 
 @ieriowt problem, but. 1 ‘think . have waat as in his lord- 
ship's mind. i. surmise that ab would be divided into two 
- eategorics: first, as ro gards the coorations of the pro- 


ee exists, and the attention there would be 


ca 


dire otod 4 the: ninini2ing of service and to the reduction 
ot cost of operation. _ the oth r catogory would be Ane 


matter of capital exponditurcs, which of course is in a 


— diffurcnt fil eatirely. I take it his. lordship woule 


pee answer on both of vhese points. 


LORD 4SHETE SLD: - You might for instance say that roach- 
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ing @ corvtein figurc of economy it could be done only by 
coopcration with the Canadian Pacific Railway. 

MR. McLAREN;: Your lordship, is this what is in- 
tended: that if the Commission were to say to the officers 
and management of the National Railways, "We want you to 
OpGYrate your property at a further rcduction of the twenty- 
three millions to say forty millions,’ what would be our 
disadvantage as compared with the Canadian Pacific if they 
were not likewise ordered to make certain reductions? 

LORD ASHFIELD: It might be impossible for you to do 
it except by cooperation. it might. be that certain chines 
would be neccssary in Cooperation with the Canadian Pacific 
“We order fo ciicct chat position, or it might ue your poai- 
tion would be prejudiced unless some arrangement were made 
with the Canadicon Pacific. Do you sec what 1 mean? 

WR. McLaREN: Yes, the amount I think is the factor. 

LORD ASHFIELD: You may be quite sure the amount will 
be lorge cGnough to make 16 necossary for you to considcr ic 
vory carcfully; because if the Canadian Government is con- 
fronted With & Situation where not even the working ¢xzpen- 
sos of the Canadian Nations] aro being earned, and where 
there is the poscibility —- shall we say the probability?-- 
of the economies you have in contcomplation being absorbed 
by a docrease in your earnings, obviously the position is 
an extremely Brave one, We should then desire to in- 
yestigace cho situation and to sec what steps could be 
taken at once to cffect some substantial improvement in 
the financial position of the Canedian Nationel Rail- 
ways, and we na find it necessary to make some recommcn- 


dation immediately to the Government on that point. If 
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wG were dvaling only with the Canadian National Railway, 

that would be a simple matter; it would be merely a 

question of determining to what extent cconomics were 

possibile. But as I sce the situation it is very likely 
that you would soy: ‘Yes, these things can be done, pro- 
vided certain steps are taken so far as the Canadian 
Pdcific Railway is concerned. That is what we should 
dike to have -= two things: what the effect on the Cana- 
dian National would be if these economics were made and, 
secondly, bo what exten. (he Canadian Pacific must come 
into the situation, To put it in another way, and to 
put it quite frankly to you: in order to arrive at a 
“certain financial position with a view to avoiding abso- 
lute bankruptey, the Ganadien Pacific and the Canadian 
National mey find it nec eeaary to got together and say, 
willy-nilly wo have to do the se things, and to do them 
quickly; very dyes steps must be taken. We should 
like to got that information from you, based on certain 
| amounts that we should give you on a scale for the pure 
oe ee : : 
SIR JOSEPH PLAVELLE: on the basis of your antici- 
pated lessened earnings of $38,000,000 in 1931 as com- 
pared with 1950, after you have B@iven effect to fivo- 

5 ete of this Gievon ation your total economics of 
$23,000,000 are reduced by $5,000,000, leaving $18,000,000, 
80 that when you take into consideration your lessened 

anticipated earnings of $38 , 000, 000 you are in 4 worse 
“position to the extent of $20,000,000, so that your 
“economies ELG eaten up by the roduccd gross earnings. 


‘WR. PALRWEATHSR: That has becn our expericnce, 
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Sir Joseph. 

SIR JOSEPH FLAVELLE: If the economies that you 
etfoct are i6se than the reduction in your gross Garnings, 
you are in a worse position the following year. 

MR. FAIRWEATHER: Yes sir, that is a necessary con- 
sequence. But there comes a point beyond which you 
Cannot reduce further the expenses of a rallway and con- 
tinue to have a railway. The Canadian National Railway 
at the prcsent time is sailing under bare poles. L 
venture to say that additional traffic would be carried on 
the Canadian National Railways at an expense ratio cer- 
tainly not exceeding fifty per cent; [I would rather be 
inclined to think it would be nearer forty. 

THE CHAIRMAN: I do not quite understand that. 

MR. FAIRWEATHER: What I mean by that is this, Mr. 
Chairman; our operating ration at the present time is 96, 
and as ae lordchio has indicated, it steadily went up as 
our tratfic went down. There is a very necessary cause 
behind that -- and T wont into that at some length on the 
occasion of one of our previous sonferences. If we got 
an additional dollar of revenue to-day we would put fifty 
cents of that into oe foe 1 that clear, sir? 

THE CHAIRMAN; I think I understand what you mean. 

MR. PAIRWEATHER: Out of cach dollar of average 
revenue now we succeed in putting only four cents into the 
net, but if we got a dollar additional revenue we would 
put fifty cents of that into the net. 

| THE CHAIRMAN: With respect to that dollar, the 
operating ratio is fifty per cent? 


MA. FALRWEATHER: Theat is correct, sir. 
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LORD ASHFIELD: Of course the overhead is not 
altered by the increased tratiio;: it is more or less 
constant, and therefore you can pile up average carnings 


and the actual cost of moving that further amount of traf- 


fic is proportionately much less than the ratio of expense 


and receipts as it is to-day. 


MR. FAIRWEATHER: And further, this period cr ae. 


pression has had the effect of reducing our overhead io 


. oy Low basis. . 


SIR JOSEPH FLAVELLE: The gravity of your situation 


/— 4nereases ae your reduced. gross earnings are larger than 


your reduced expenditure, — 


MR. “FAIRWEATHER : Well sir, ‘that is ae a necess- 


ary consequence, In the ‘operation of 8 pews you 
"cannot as a genoral proposition, without accruing deferr- 
os maintenance, decrease Le expenses a8 much ae fou de- 


- erease: your, revenue: -- “that as impossible, 27 you find 


a railway doing that to eny considerable extent, Sir 


Joseph, ip a means: that they: are not mene their 


property. 


_THE OBATRMAN: op that thoy have been grossly Cx~ 


OR. _FATRUBATHER : oe 


“LORD ASHFIELD: "Por the information of the Secretary 


a. I ao not now whether it has been asked for yet or not 


— z think the Commission would like a statement showing 


the salaries of the administrative staff and wages to the 


_— amployecs i in the different: categories and in such a form 


| | thet we could have side by side those paid by the Canadian 


Nations and ‘those paid by the Ganadian Pacific; and 
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some idea of the number employed in each of those ditier- 


ent categories. 


COMMISSIONER LEMAN; In other words you cannot con- 
ceive that with the present volume of traffic you could 
bring down your operating ratio to say 80 or Bl per cont 7 

MR. FAIRWEATHER; If we could succeed in doing that, 
Mr. Leman, we would be supermen. 

LORD ASHFIELD: Not necessarily. 

MR. FAIRWEATHER: Granting, sir, that we do not 
disturb the vege level -- if the wage level is not dis- 
turbed, iv 1s impossible. Of course if you break Chrough 
the wage level, that recio might be reached. 

LORD ASHFIELD: When you have to Gul your coat 
according to your cloth you can do a great deal. ie 
there is nobody to give you money that you do not earn, 
you have to keep within what you can carn -- it is una- 
voidable. | 

MR. PALRWEATHER ; Op dic. 

LORD ASHPLELD: Well, you won't die in this country, 
fron ail chat i have seen of 10. in Englond 10 is quite 
Hanover story; if you do not balance your budget you can 
die of absolute starvation. 

THE CHAIRMAN: What was the question actually sub- 
mitted to the board of arbitration? Was it a 10 per 
cont reduction, or was the ratio of reduction left to 
the board? 

MR, FAIRWEATHER: No sir, it was a straight appli- 
Cation for a 10 per cent reduction in the basic day. 

SIR JOSEPH FLAVELLE: The board had no power to make 
& compromise, say to the extent of 5 per cent. 


THE CHAIRMAN: Or to increase the 10. 


- 659 - Mr. Fairweather 


SLR JOSEPH FLAVELLE: It was 10 per cent or noth- 
ing. 

COMMISSIONER LEMAN: Only on the basic day? 

MR. FAIRWEATHER; Only on the basic day. Of course, 
My. Leman, that carries with it an interpretation of the 
wage agreements, and they are very complicated affairs 
indeed. But the arbitration was on the basic day. 

COMMISSIONER LEMAN;: But that would affect the extra 
hours, I suppose? 

MR. FAIRWEATHER: In so far as it would effect over- 
time, yes, and in so far as in some cases it would affect 
arbitraries where those arbitraries were paid on an hour- 
ly basis. Generally speaking that 10 per cent reduction 
would mean a 10 per cent reduction in the pay envelopes of 
cpe men. 

LORD ASHPIELD: Have you the total amount of money 
paid Out Gach year for running the hotels? 

MR. PALRWEATOER: It is in the statistics already 
Supplied to you, sir. 


THE CHAIRMAN: | do not know that we have it for 


1951. 
MR. FAIRWEATHER: The figures for 1931 were fur- 
nished up to the end of October -- the income aacount was 


furnished to you. 
| WR. McLAREN: 1 ¢an give you the figures now as far 

6s the ten months are concerned. Hotel revenues in 1931 
amounted to $2,221,000 odd as against $2,594,000 odd last 
yeer, exclucing eastern lines. Working expenses for the 
ten months, 1931, amounted to $2,180,000 as against 
g2,417,000 odd. 

COMMISSIONER WEBSTER: You have closed up a great 


Meny Offices in the United States, have you not, Mr. 
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Fairweather? 
MR. FAIRWEATHER: The Canadian National? 
COMMISSIONER WEBSTER: Yes, 
MR. FAIRWEATHER: You mean on our United States 
railways? 
COMMISSIONER WEBSTER: Well, offices anywhere that 
do business. 
MR. FAIRWEATHER: Outside ticket offices? 
COMMISSIONER WEBSTER: Yes. 
MR. PATRWEATHER + Offhand. Sir, I could not say how 
many we have Closed, but I know we have been pursuing a 
policy of Lecce = Romy and I have no doubt that branch 
Ol the service did not escape. 


COMMISSIONER WEBSTER Have you there the coat of 


_ che New York office? 


MR FAIRWEATHER: — ae . that with me on the train, 
but Lt do not believe 1 have it here, cir. 
COMMISSTONER WEBSTER: I wonder if I coyla get thot 
petore We part; | : _ 
‘MR. FAIRWEATHER. Yeo sir, 


- COMEISS TONER WEBSTER: Giving the number of men em. 


| ployed, the namber (Of ticket sellers in that office, ang 


_ some dd. of the value Of the office to the system, if you 
“eee estimate = in dollars and cents, 

_ MR. FAIRWEATHER: Ae. Sir. 

COMMISSIONER WEBSTER: 1 have a particular reason 

| hor wishing to iknow that. | 


MR. PAIRWEATHER + u prepared a statement of that 


_ mature for the use of the committee of the House of Com~ 


mons, and 1 could Simply turn that over to you. 


COMMISs IONER WEBSTER + “Ou are still paying rent for 
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the old office there, are you not? 

MR. PAIRWEATHER: Yes sir. 

COMMISSIONER WEBSTER: How much is that a year? 

MR. FAIRWEATHER; I would not want to be quoted off- 
hand «- I might mislead you. Bub it is ali in the stats- 
ment, sir, ang it is 4 fairly substantial amount. 

COMMISSIONER WEBSTER: You would not venture an 
Opinion as to the reasons for moving from Forty-second 
Street away up to Fifty-second Street? 

MR. FAIRWEATHER: Oh yes, I could venture an opinion 
on that: t know etl, Why Sir Henry Thornton though. 
that was desirable. 

COMMISSIONER WEBSTER : Would you mind stating i237 

WR. FAIRWEATHER: Sir Henry held this view with re- 
gard to the New York office: that New York is the commer- 
cial centre of this continent; that directly and indirect- 
ly, as regards both Poa and freight business, New 
York exercises a very decided te lence on Canadian affairs. 
When he first came to the system he found the Canadian Na- 
tional with offices on the third floor of an office buiid- 
ing on a corner of Broadway, with the elevated railway 
running right under it, and he decided that that was not 
the sort of office the Canadian National should have. Sie) 
we located at 905 Fifth Avenue, and it was really amazing 
tO see flow the Uratiic to and from United Stats points 
re sponded to that sort of oubpost of Canada and of the 
Canadian National Railways. Sir Henryimew from his  pre- 
Vi0Ous Contact with citizens of the United States that most 
people had Very . 100.2 conception Oo” Canada as a country. 
and so far as railways were concerned had no conception 


whatever; and that they continually confused the Canadian 
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National with the Canadian Pacific -- he himself had becn 
asked whether he was an official of the Canadian Pacific 
Railway. ~OU may smile, gentlemen, but 1 may say that 

a very high officer of the New York Central Railway, 

when I went down to interview him on certain proposed 
economies, was of the same opinion -- they knew nothing 
of Canada or of the Canadian Netional Railway. as i 
say, the fieures which I will submit to you show such a 
marked increase in business that you could reach no other 
conclusion than that the moving to Fifth Avenue stimulat- 
ed the interest in Canada und in the Canadian National. 
Now, sir, oOo Fifth Avenue was chosen at that time as the 
most strategic location that could be conveniently ob- 
tained. But as time went on it became very apparent 
that the centre of importance in New York City was moving 
uptown, as instanced by the fact that the Waldorf-Astoria 
deserted its location on Thirty-fourth Street and moved 
up to Fifty-second on the corner of Park Avenue: that 
leases generally in that territory were being abandoned 
by other people; that other transportation agencies par- 
ticularly dealing in this Tourist business, for instance 
the Great Northern, the Northern Pacific and the better 
class of steamship lines, were all moving uptown -- that 
is, wore moving or had moved further uptown. Having 
regard to all that, and also to the fact that there was 
@ corresponding drop in the tone of Fifth Avenue where 
we were located, we were faced with this proposition, 
that either wo had to be content with a shop window -- 
and that is really the yey Sib Henry viewed it -- next 
door to 2 delicatessen store, or we had to move. Sir 


Henry felt that 505 Fifth Avenue was in a section that 
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was going down. He regretted the judgment that had placed 
pbim there in une first place, but he received an offer of a 
much more favourable location, and at that time -- mind you, 
when this decision was made, things were in their heyday -- 

LORD ASHFIELD; When was it? 

MR. FAIRWEATHER; I think the decision to move was 
reached in the fall of 1928 -~ I will check that up; but it 
took quite some time for the negotiations, and the offices 
were finally opened I think some time late in 1930, wasn'!t 
ac? 

MR. McLAREN: 1930, yes. 

| MR. FAIRWEATHER: Late in 19350. At the time we 
negotiated the new lease there would have been no difficulty 
whatever if we could have taken possession immediately in sub- 
letting S05 Fifth Avenue. The thing that happened to us as well 
as to many other commercial undertakings was that the depress- 
ion hit, and then you could not rent anything on Fifth Avenue 
for any money. But it te inceresting to note also teat yc 
through the depression, certainly through the depression of 
1930, that increase in traffic which I previously mentioned 
“continued, and as @ gateway to Canada I suppose 505 Fifth 
Avenue had more advertising value than any other single thing 

that the Canadian National Railways could do. 

| COMMISSIONER WEBSTER: ine Criticism fas been made -- 

it may be ill-founded, and perhaps Mr. Loree can help us -- 
that the move was premature; that at Forty-second Street 
very important railways are congregating; that they have 
offices not necessarily on the ground floor but on the 
second and Cnr, and so On, and that the office at 505 Fifth 
Avenue was good enough for some years. Me. Lorce, ¢coulc 


you enlighten us on that? 
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COMMISSIONER LOREE: I think the tendency has been 
for such lines as the Great Northern, the Northern Pacific, 
and others, to take corner locations on the ground floor 
further uptown. 

COMMISSIONER WEBSTER: Where are they now? 

COMMISSIONER LOREE: Fifty-second, Fifty-third, 
Pifty-fourth streets. 

GOMMISSONER WEBSTER; The suggestion made in that 
respect, then, is evidently not quite correct. Thank you, 
Mr. Fairweather. 

COMMISSIONER LEMAN; As a railway man, Mr. FPair- 
weather, do you consider that the colonization, natural 
resources and mineral resources departments are a necessary 
adjunct to your activities ae 8 railway, or that they should 
be left to governmental agencies? 

MR. FAIRWEATHER: Do you want me to answer as a 
railroad man? £ Would aay ~- and this perhaps is going 
to hurt -<- that if efficient government departments were in 
existence, those activities are no part of the railway's 
business. But by sad experience in the past we have learn- 
ed that when oa eek acon government departments for 
that little extra push that accomplishes results, you do 
not get it. They are there With statistics, but they are 
not there with that little final touch that locates an in-~- 
dustry or locates a settler -- actually: and believe me, 
when a settler boc into chi country and tackles a wilder- 
ness, whether it be on the prairie, in the mountains of 
British Columbia or in the clay belt of northern Ontario, 
he needs guidance, and it is not the sort of arm chair 
guidance boat you would bee from & pious pamphlet issued 


by a government department. You need somebody to go 
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fight there, live with him and learn his difficulties and 
adapt him to is conditions; and that is where our agri- 
culture and colonization department justifies itself. it 
the government departments had the necessary pep, to use a 
silane expression, we would not need to be doing it. is 
that the answer? 

COMMISSIONER LEMAN: Thank you. 

SIR JOSEPH MPLAVELLE: During the last three or four 
days we have seen two important hotels which are nearing com- 
pletion, one in Vancouver and one in Saskatoon. 2S ib part 
of your economy measure to keep these closed during this year? 

MR. FAIRWEATHER: Well, those hotels will not be 
available until some time in 1932, Our present programme 
as directed at carrying on the work with a minimum of ex- 
pense. As to whether those hotels will or will not be 
Opened in 1052, 1 regret, Sir Joseph, I have no instructions. 

| MR. MALLORY: It has been fairly well decided that 
with regard to the hotel at Saskatoon it will be completed 
for operation during 1932, but the Vancouver hotel not until 
some time in 19535. | 

MR. FAIRWEATHER ; But will it be open for operation, 
or will it remain closed? 

MR. MALLORY: whe intention is, of course, as soon 
as construction is completed, that furnishings will be made 
and the hotels opened for business. 

STR JOSEPH PUAVELLE: It is unquestionably true that 
they will lose money. 

_ MR. FAIRWEATHER: It is a foregone conclusion, Sir 
Joseph, that the Saskatoon hotel will lose money. 
SIR JOSEPH FPLAVELLE;: Why open them? 


MR. FAIRWEATHER: As [ say, Sir Joseph, I have re- 
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céived no instructions. 

SIR JOSEPH PLAVELLE: I am thinking of this econ- 
omy programme. 

MR. FAIRWEATHER; Well, if I might speak personally 
at this time, 1 would hesitate very seriously te open them. 
But I am speaking personally. 

SIR JOSEPH FLAVELLE: You see, Mr. Fairweather, 
when we come to @ situation where we are faced with certain 
loss in our enterprises, running into millions or tens of 
millions, we must seriously ask ourselves, shall we go on; 
and if we g€0 on, shall we proceed only to the extent to 
which we can reasonably hope to wash our hands. The se 
figures give no evidence of progress that way, but rather 
of progress the eppocite way. As you have yourself indi- 
cated, the reduction in the expenses will not be equivalent 
to tne Peduction of gross revenue. I have no thought of 
putting you in an awkward position; you are an officer of 
the corporation, and your chiel is absent. I am only think- 
ing as any serious man would that the statement which you 
are now presenting, indicating that the loss this year will 
run into very serious figures, does not go far enough to 
give any hope that the economies projected will hold the 
loss where it is. 

MR. PAIRWEATHER: Well, Sir Joseph, might | say 
this: with regard to certain of the functions of the rail- 
way or auxiliary services of the railway, 1 would find myself 
largely in agreement with you. But with regard to the 
main function of the railway we stand, as I see it, in the 
position of byistecs to furnish the transportation necessary 
for the country; and if it so happens that the revenues re- 


ceived will not pay for that transportation service, we can- 
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not sbe held responsible for such a condition. 1 some time 
ago indicated that the rate structure was a very pertinent 
part of this whole programme, and J still think that is so. 
But we as managers of the property are faced simply with 
this problem: we have certain traffic to carry; that traffic, 
at the rates which we get, will not pay for the cost of 
service. Now, what can we do about it? We can cut down 
to the bone on expenses. We can with regard to those of cur 
employees who are on tees agreement negotiate with them for 
reduction in wages, and we have done that. You see what 
happened when we did that; we got a majority award, but the 
men are now hesitating as to whether or not they will take a 
strike’ vote. With regard to the employees who are not on 
wage schedule, we can and have recuced their pay: oificers 
have taken a ten per cent cut, and the employees generally 
have taken a ten bor Genk cuc. 

SIR JOSEPH FLAVELLE: It is suggested that when the 
Saskatoon hotel is ready for occupation gome time in 1952 it 
will be opened. ft am only raising this point, that when 
men find themselves in a difficuit situation and must seek 
to reduce expenses. they should consider seriously the ques- 
tionof opening up a further enterprise which will add to the 
loss. | 

WR. FAIRWEATHER: Quite. 

SLA JOSEPH FPLAVELLE : The fact that somebody else 
pays the loss may unconsciously affect those who are deter- 
Mining what the expense will be. Most of us nave to pay 
it Ou>s Of Our taxes; not many of us have a government to pay 
it -- I do not mean that offensively at all, but I suggest 


it 4s @ psychological factor. If it were my business and 
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I were confronted with the sort of profit and loss sheet 
enat you are confronted with, even if [ had to admit [ had 
made a gri¢vous mistake in building my hotel or my pair of 
hotels at such a cost, 1 would not operate them if it was 
golng to cost me more to operate them than to leave thom 
alone. 

MR. PAIRWEATHER: I thoroughly agree with you, Sir 
Joseph. 

SIR JOSEPH FLAVELLE: The operation of the hotel 
is actually going to return you in dollars very much less 
than the cost of running it, under existing conditions. 

MR. MALLOKY: May I say a word, Sir Joseph, in 
that connection? 

SIR JOSEPH PLAVELLE; Yes. 

MR. MALLORY: When you raised the question as to 
the hotels I may have misunderstood you in that I thought 
you were referring particularly to the progress of the work 
and had in mind the question of when these properties would 
be ready for occupation. Now, as far as our budget is con- 
cerned, that is the line-up -- the Saskatoon hotel will be 
ready for occupation in 1962 and the Vancouver hotel in 
1933. But the continuance of capital expenditures on those 
two properties is Gf course -upiect to the approval by Par- 
liament of our budget for additions and betterments. That 
has to be obtained; at least we have got to get the approval 
of the Government ve fore we can enter into capital expendi- 
tures. | 

SiR JOSEPH FPLAVELLE: Well, you are still going on 
spending money on them. 

MR. MALLORY: We are still working on our budget 


for 1951. 
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SIR JOSEPH FLAVELLE; The budget that was approved 
by Parliament this year? 

MR. MALLORY: Yes. 

THE CHATRMAN: That would be the proposal of your 
officials to Farliament? 

MR. MALLORY: Yes. 

COMMISSIONER WEBSTER: What proposal, sir? 

THE CHAIRMAN: The opening of one hotel in 1952 
and the other in 1906. 

--‘LORD ASHFIELD: It might be pertinent to ask how 
this appropriation works out. Have you an appropriation 
for the completion of the hotels, including the furnishings? 

MR. MALLORY: No sir. 

LORD ASHFIELD: How far does the appropriation ZO7 

MR. MALLORY: tak to oer the expenditures within 
the calendar year 1931. | 

ORD ASHFIELD: ‘You still have to deal with 1932, 
which is the completion of the hotel and the furnishings? 

MR. MALLORY: Yes sir, our estimates for 1931, 
excepting that we gave the estimated COS. [0G complete, less 
moneys previcusly expended in 1928, 1929 and 1950, and the 
amount proposed to be expended during 1931. 

COMMISSIONER LEMAN: You would not anticipate un- 
favourable action by the Government in the way of allowing 
the contractors to go on? 

_ MR. FAIRWEATHER: No Sir, chat is [oO say, exis cing 
contracts will have to be respected -- when we got our first 
appropriation we were authorized tO enter into a contract 
| for the completion of the hotel. If the Government shonld 
decide to yi thhoid the money we would be up against a daniese 


Clgim, if that is the point. 
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